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T^HE  expenses  necessarily  incurred  in  conducting  the  govern- 
-*•  ment  of  a  civilized  nation  in  time  of  peace,  rarely  exceed 
the  amount  of  its  ordinary  revenue.  In  time  of  war,  however, 
the  case  is  extremely  different.  When  the  independence  and  ho- 
nour of  a  nation  are  at  stake,  proportional  sacrifices  must  be 
made  to  maintain  them.  Hostile  aggression  and  insult  must  be 
'opposed  and  avenged.  But  to  do  this,  extraordinary  funds  are 
necessary ;  and  the  inquiry,  how  they  may  be  most  advantage- 
ously provided,  is  plainly  one  of  the  highest  importance  to 
every  people* 

It  was  the  common  practice  of  antiquity  to  make  provision 
in  times  of  peace  for  the  necessities  of  war,  and  to  hoard  up 
treasures  beforehand  as  the  instruments  either  of  conquest  or 
defence;  without  trusting  to  extraordinary  imposts,  much  less 
to  borrowing,  in  times  of  disorder  and  confusion.  This  practice 
has  been  commended  by  Mr  Hume.  But  he  has  wholly  over- 
looked the  circumstance  of  its  being  necessary,  in  order  to 
form  such  a  treasure,  to  withdraw  capital  from  productive  em- 
ployments;— a  circumstance  which  shows  that  its  effect  must 
be  to  diminish  the  industry,  and,  consequently,  the  wealth  and 
population  of  every  country  in  which  it  is  accumulated,  and 
to  render  it  less  able  to  resist  the  attacks  of  an  enemy.  For 
these  and  other  reasons,  this  practice  is  now  very  generally 
admitted  to  have  been  founded  on  erroneous  principles :  and 
modern  politicians  and  economists  seem  to  be  universally  of 
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opinion^  that  the  increased  expenditure  occasioned  by  a  war, 
ought  either  to  be  entirely  defrayed  by  a  proportional  increase 
of  taxation,  or  partly  by  that  means,  and  partly  by  loans. 

The  question,  which  of  these  modes  should  be  adopted,  has 
been  long  and  vehemently  discussed ;  and  has  given  rise  to  the 
most  opposite  and  contradictory  statements.  We  do  not,  how- 
ever, think  that  there  really  was,  at  any  time,  much  room  for 
these  differences  of  opinion ;  though,  if  there  was,  the  financial 
operations  of  the  last  thirty  years  have  furnished  abundant  ma- 
terials for  settling  them,  and  for  enabling  us  to  come  to  a  sa- 
tisfactory conclusion  on  the  subject.  This,  therefore,  has  ap- 
peared to  us  as  a  peculiarly  fit  period  for  endeavouring  to  re- 
vive the  discussion  of  this  question ;  not  only  because  we  are 
now  in  a  situation  to  try  the  deductions  of  theory  by  the  results 
of  the  most  enlarged  experience,  but  because  there  are  several 
circumstances  which  render  it  extremely  desirable  that  the  pub- 
lic mind  should  be  well  informed  on  this  point.  Without  be- 
ing previously  acquainted  with  the  principles  of  the  funding 
system,  it  is  impossible  to  obtain  any  accurate  knowledge  of  the 
financial  situation  of  the  country,  or  to  judge  of  the  expe- 
diency of  the  important  measures  lately  adopted  with  respect 
to  the  sinking  fund,  and  the  annuities  or  dead  weight.  Nei- 
ther should  it  be  forgotten,  that  we  have  no  security  for  the  con- 
tinuance of  peace;  and  that,  considering  the  avowed  preten- 
sions of  the  Holy  Leaguers,  it  is  impossible  to  say  how  soon 
we  may  be  reduced  to  the  necessity  of  choosing  between  these 
opposite  systems,  and  of  deciding  whether  we  shall  raise  the  sup- 
plies for  a  war  within  the  year  by  an  equivalent  increase  of  taxa- 
tion, or  continue  the  system  of  borrowing.  But  it  would  be 
impossible  to  institute  a  calm  and  dispassionate  inquiry  into  the 
comparative  merits  of  these  plans  during  the  bustle  *and  ex- 
citement of  warlike  preparations.  A  period  of  peace  is  the 
proper  period  for  making  such  investigations;  and  we  ought 
not  to  neglect  the  opportunity  now  afforded  for  considering 
this  important  question,  and  for"  digesting  and  maturing  what- 
ever measures  may  be  necessary  to  enable  us,  on  any  future 
emergency,  to  raise  the  supplies  in  the  best  possible  manner. 
Promovere,  says  Count  Verri,  i  lumi  e  la  curiositd  nelle  materie 
di  Finanza  e  di  Commercio,  sara  sempre  la  preparazione  migliore 
di  tutti  per  comminciar  le  riforme.  * 

Before  entering  on  the  discussion  of  the  merits  of  the  Fund- 
ing System,  as  a  plan  for  providing  for  the  extraordinary  ex- 

*  Meditazioni  Sulla  Economia  Publica,  p.  214,  ed.  1772. 
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penses  of  a  state,  we  may  shortly  observe,  that  in  its  infancy, 
its  nature  and  effects  were  very  generally  misunderstood ;  and 
several  unfounded  opinions  were  then  advanced  respecting  it, 
which  are  not  yet  entirely  relinquished.  Bishop  Berkeley  pret- 
ty plainly  insinuates,  that  he  considered  «  the  pub!J9  funds  as 
a  mine  of  gold. '  (Querist,  No.  233.)  Melon,  the  author 
of  the  Essai  Politique  sur  le  Commerce,  published  in  1735, 
does  not  go  quite  so  far  as  Berkeley ;  but  he  contends,  and  his 
opinion  has  had  many  supporters,  that  the  debts  of  a  nation, 
are  fabts  of  the  right  hand  to  the  left  /  and  that  they  have  no 
tendency  either  to  increase  or  diminish  national  wealth,  (p. 
296,  ed.  1736.)  At  length,  M.  Pinto,  a  Jew  merchant,  re- 
sident in  Holland,  and  the  author  of  an  otherwise  ingenious 
work,  De  la  Circulation  et  du  Credit,  published  in  1771,  under- 
took to  demonstrate,  that  the  public  debt,  far  from  being  a  bur- 
den, was  just  so  much  added  to  the  national  wealth,  by  the  ma- 
gical influence  of  credit !  (p.  44<.)  This  ridiculous  paradox  has 
since  been  advocated  by  Mr  Hope  of  Amsterdam,  Mr  Gale, 
and  Mr  Spence ;  and,  what  is  still  more  extraordinary,  Mr 
Justice  Bayley  was  so  much  captivated  by  it,  that,  in  an  unlucky 
moment,  he  left  Blackstone  for  Pinto,  and  harangued  the  Grand 
Jury  of  Yorkshire  on  the  enriching  quality  of  a  large  national 
debt  !  *  Discourses  such  as  these, '  says  Hume,  in  his  Essay 
on  Public  Credit,  '  might  naturally  have  passed  for  trials  of 
'  wit  among  rhetoricians,  like  the  panegyrics  on  folly  and  a  fe- 

*  ver,  on  Busiris  and  Nero,  had  we  not  seen  such  absurd  mea- 

*  sures  patronized  by  great  ministers,  and  even  by  a  whole  party 
6  amongst  us. '     The  fallacy  of  these  opinions  is  indeed  so  glar- 
ing and  obvious,  that  it  is  astonishing  they  could  ever  have  been 
entertained.     We  concede  to  M.  Melon,  for  it  is  unnecessary 
again  to  notice  M.  Pinto,  that  the  interest  of  the  public  debt  is 
a  debt  of  the  right  hand  to  the  left,  or  so  much  wealth  trans- 
ferred from  one  class  of  society  to  another ;  but  the  question 
does  not  regard  the  interest,  but  the  PRINCIPAL  for  which  the 
interest  is  paid.     Now,  it  is  certain,  that  this  principal  was  not 
made  over  by  one  set  of  individuals  to  another,  but  to  the  Go- 
vernment by  whom  it  has  been  spent  as  revenue.     The  capi- 
tal lent  by  the  stockholders  to  Government  has  been  annihilat- 
ed ;  and,  instead  of  deriving  a  revenue  from  it,  the  revenue  of 
the  stockholders  is  exclusively  derived  from  the  capital  and  in- 
dustry of  others.  * 

*  It  is  due  to  M.  Gentz,  the  ablest  defender  of  the  Funding  Sys- 
tem, to  state,  that  he  fully  admits  the  truth  of  this  principle.     *  Le 
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In  order  to  set  the  effect  of  loans  on  national  wealth  in  a  stilt 
clearer  point  of  view,  let  us  suppose  that  a  country,  with  two 
millions  of  people  and  four  hundred  millions  of  capital,  is  en- 
gaged in  war,  and  that  the  government  borrows  and  spends  fif- 
ty millions  of  the  national  capital.  If  the  ordinary  rate  of  pro- 
fit were  ten  per  cent.,  the  annual  income  of  this  state  previously 
to  the  war  would  be  forty  millions ;  bat  at  its  close,  and  after 
the  fifty  millions  had  been  borrowed  and  spent,  it  would  only 
be  thirty-five  millions.  It  is  plain,  however,  that  this  reduced 
income  would,  in  future,  have  to  furnish  the  means  of  subsist- 
ence to  the  whole  two  millions  of  inhabitants  ;  and  although  it 
is  true  that  the  country  is  not  deprived  of  the  interest  of  the 
debt,  for  that  is  merely  tranferred  from  one  class  to  another,  it 
is  no  less  true  that  it  is  deprived  of  the  income  derived  from  fif- 
ty millions  of  capital ;  and  that  the  productive  power  which  had 
formerly  fed  and  clothed  an  eighth  part  of  the  whole  inhabitants 
being  for  ever  lost  to  the  state,  they  have  now  to  depend  for 
subsistence  entirely  on  the  exertions  of  those  who,  it  is  probable* 
could  previously  with  difficulty  maintain  themselves. 

The  doctrine  we  have  been  endeavouring  to  elucidate,  has 
been  very  clearly  and  ably  stated  by  Mr  Justice  Blackstone. — 

*  By  means  of  our  national  debt,'   says  he,  '  the  quantity  of 

*  property  in  the  kingdom  is  greatly  increased  in  idea,  compared 
with  former  times ;  yet,  if  we  coolly  consider  it,  not  at  all  in- 
creased in  reality.     We  may  boast  of  large  fortunes,  and  quan- 
tities of  money  in  the  funds  ;  but  where  does  this  money  exist  ? 
It  exists  only  in  name,  in  paper,  in  public  faith,  in  parliament- 
ary security  ;  and  that  is  undoubtedly  sufficient  for  the  creditors 
of  the  public  to  rely  on.     But  then,  what  is  the  pledge  which 
the  public  faith  has  pawned  for  the  security  of  these  debts  ? 
The  land,  the  trade,  and  the  personal  industry  of  the  subject* 
from  which  the  money  must  arise  that  supplies  the  several  taxes* 
In  these,  therefore,  and  in  these  only,  does  the  property  of  the 
public  creditors  really  and  intrinsically  exist;  and  of  course* 
the  land,  the  trade,  and  the  personal  industry  of  individuals* 
are  diminished  in  their  true  value  just  so  much  as  they  are  pledged 
to  answer.     If  A's  income  amounts  to  100/.  a  year,  and  he  is  so 
far  indebted  to  B  that  he  pays  him  50/.  a  year  of  interest,  one 
half  of  the  value  of  A's  property  is  transferred  to  B,  the  credi- 


capital, '  says  he,  *  qui  a  pass£  des  mains  des  creanciers  de  1'etat  dans 
'  celles  du  gouvernement,  d'ou  il  sort  pour  payer  les  frais  d'une 
'  guerre,  est  irrevocablement  perdu. '  (Essai  sur  1'Etat  actuel 
ces  de  la  Grande  Bretagne.  p.  119.). 
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tor.     The  creditor's  property  exists  in  the  demand  which   he 
has  upon  his  debtor,  and  nowhere  else ;  and  the  debtor  is  only 
a  trustee  to  his  creditor  for  one  half  of  the  value  of  his  income. 
In  short,  the  property  of  a  creditor  of  the  public  consists  in  a 
certain  portion  of  the  national  taxes ;  by  how  much,  therefore, 
he  is  the  richer,  by  so  much  the  nation  which  pays  those  taxes 
is  the  poorer.' — (Commentaries,  Vol.  I.  p.  327.) 
These  few  observations  will  serve  to  show  the  general  na- 
ture of  the  funding  system  ;  but  they  are  not  enough  to  deter- 
mine its  merits,  as  compared  with  the  plan  for  raising  the  sup- 
plies within  the  year.     Every  war  must  necessarily  occasion  the 
waste  of  capital  and  of  wealth  ;  still,  however,  it  is  of  the  great- 
est importance  to  know  how  these  unavoidable  consequences 
may  be  rendered  least  injurious,  and  most  speedily  repaired ;  and 
such  is  the  object  of  the  inquiry  en  which  we  are  now  to  enter. 

If  the  facility  with  which  money  may  be  obtained,  were  the 
only  circumstance  to  be  attended  to  in  comparing  the  borrowing 
system  with  the  plan  for  raising  the  supplies  within,  the  year  by 
^  corresponding  increase  of  taxation,  there  can  be  np  question 
that  the  preference  would  have  to  be  given  to  the  former.  The 
high  rate  of  interest  stipulated  by  Government,  the  regularity 
with  which  it  is  paid,  the  facility  with  which  that  interest  may 
be  disposed  off,  zlnd  the  hope,  which  every  one's  confidence  in 
his  own  good  fortune  makes  him  entertain,  of  profiting  by  the 
fluctuations  in  the  price  of  the  funds,  all  conspire  to  induce  a 
large  class  of  capitalists  to  accommodate  Governments  with 
loans  in  preference  to  individuals,  and  enable  them  to  obtain 
the  largest  supplies  on  the  shortest  notice,  and  with  very  little 
difficulty.  The  public,  on  their  part,  are  equally  well  pleased 
with  this  system.  Instead  of  being  called  upon  to  advance  a 
large  sum  in  taxes,  they  are  only  taxed  to  pay  the  interest  of  that 
sum.,  A  burden  of  this  limited  extent,  as  it  lays  no  individual 
under  the  necessity  of  making  any  considerable  reduction  in  his 
expenditure,  is  generally  submitted  to  without  a  murmur.  Such 
a  mode  of  providing  for  the  expenses  of  a  war5  seems  to  divest 
it  of  half  its  privations  and  hardships;  and  we  cease  to  feel  sur- 
prised that  Governments  should  have  so  universally  resorted 
to  a  sytem  which,  while  it  furnishes  them  with  the  largest  sup- 
plies, is  so  very  popular  with  their  subjects. 

But  the  merits  of  the  funding  system  are  not  to  be  determine 
ed  merely  by  the  facility  which  it  affords  for  raising  sup- 
plies. This  is  a  consideration  which  certainly  ought  not  to  be 
overlooked ;  but  there  are  others  of  infinitely  greater  import*? 
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ance.  The  real  effects  of  any  financial  operation  can  never  be 
ascertained,  by  looking  only  to  those  of  which  it  is  immediately 
productive.  We  must  extend  our  observations  to  those  which 
are  more  remote,  and  endeavour,  if  possible,  to  trace  its  per- 
manent and  ultimate  influence.  Now,  if  we  do  this — if  we  at- 
tend, not  to  the  transitory  only,  but  also  to  the  lasting  effects 
of  the  funding  system  on  the  wealth  and  industry  of  every  coun- 
try in  which  it  is  adopted,  we  shall  find,  that  the  facility  which 
it  gives  of  raising  the  supplies,  so  far  from  being  an  advantage, 
is  really  one  of  its  greatest  defects.  It  is  worse  than  idle  to 
suppose  that  any  scheme  for  defraying  war  expenditure  can  ever 
be  proposed,  capable  of  protecting  individuals  from  the  losses 
and  privations  which  are  inseparable  from  national  struggles 
and  contests.  However  just  and  necessary,  a  war  is  always  in 
itself  an  evil  of  the  first  magnitude;  and  every  nation  which  has 
the  misfortune  to  be  involved  in  it,  must  sooner  or  later  expe- 
rience the  pernicious  effects  of  the  destruction  of  capital,  and 
of  the  waste  of  the  means  of  future  production,  which  it  never 
fails  to  occasion.  Now,  it  is  clear  that  no  scheme  of  fi- 
nance can  be  bottomed  on  sound  principles,  whose  effect  is  to 
disguise  these- necessary  consequences  of  war,  and  to  deceive 
the  public  with  respect  to  their  real  situation.  This,  however, 
is  notoriously  the  case  with  the  funding  system.  It  is  said,  by 
its  apologists,  to  require  no  individual  to  make  any  extraordi- 
nary sacrifice  at  any  particular  period ;  and  in  this  respect  it 
bears  a  close  resemblance  to  those  most  dangerous  diseases 
which  steal  slowly  and  imperceptibly  on  the  human  constitu- 
tion, and  do  not  discover  their  malignant  symptoms  until  they 
have  fastened  on  the  vitals,  and  vitiated  the  whole  animal  eco- 
nomy. There  are  no  means  wrhatever  by  which  the  profusion 
and  waste  occasioned  by  a  war  can  be  balanced,  except  by  the 
greater  industry  and  economy  of  individuals  :  And  to  cause  this 
industry  and  economy  to  be  practised,  they  ought  to  be  made 
fully  sensible  of  the  influence  of  war  expenditure  on  their 
own  private  fortunes.  The  radical  defect  of  the  borrowing 
system,  consists  in  its  deceiving  them  on  this  point,  and 
in  its  making  no  sudden  encroachments  on  their  comforts. 
Its  approaches  are  gradual,  and  almost  unperceived.  It  re- 
quires only  small  immediate  sacrifices  ;  but  it  never  relinquishes 
what  it  has  once  gained  ;  while  the  necessity  for  fresh  sacrifices, 
arising  as  well  from  their  own,  as  from  the  ambition,  rapacity, 
injustice,  and  folly  of  their  neighbours,  must  continue  as  great 
as  ever.  Such  a  system  is  essentially  delusive  and  treacherous. 
It  strips  the  public  of  one  enjoyment  after  another ;  and  before 
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they  are  awakened  from  their  trance,  and  made  acquainted  with 
their  actual  condition,  their  property  and  industry  are  probably 
encumbered  with  a  much  larger  permanent  payment,  on  ac- 
count of  the  interest  of  the  public  debt,  than  what,  had  they 
submitted  to  it  at  once,  might  have  been  required  to  defray  the 
whole  expenses  of  the  war. 

It  may  perhaps  be  said,  that  supposing  we  are  engaged 
in  a  war  which  costs  twenty  millions  a  year,  it  is  really  the 
same  thing,  provided  the  rate  of  interest  be  5  per  cent.,  whe- 
ther we  pay  the  twenty  millions  at  once  by  a  proportional 
increase  of  taxation,  or  borrow  them,  and  pay  the  lenders  an 
interminable  annuity  of  one  million  a  year;  for,  when  interest 
is  at  5  per  cent.,  twenty  millions  in  one  payment,  and  an  inter- 
minable annuity  of  one  million,  are  of  precisely  the  same  vahic. 
But  it  is  just  because  they  never  have  been,  and  never  will  be, 
so  considered  by  the  public,  that  the  funding  system  is  injuri- 
ous. Suppose,  for  example,  that  the  supplies  are  raised  with- 
in the  year,  and  that  the  share  falling  to  a  particular  individual 
is  1000/. :  The  wish  to  maintain  himself  in  his  former  station, 
and  to  preserve  his  fortune  unimpaired — *  a  wish  which  comes 
6  with  us  from  the  womb,  and  never  leaves  us  till  we  go  into  the 
grave '  * — would  most  certainly  stimulate  him,  on  being  called 
upon  for  this  sum,  to  endeavour  to  discharge  it,  partly  by  an 
increase  of  exertion,  and  partly  by  a  saving  from  expenditure, 
without  suffering  it  to  continue  an  encumbrance  on  his  pro- 
perty. But,  by  the  system  of  loans,  he  is  called  upon  to  pay 
only  the  interest  of  this  1000^.,  or  5Ql,  a  year;  and  instead  of 
endeavouring  to  save  the  whole  1000£.,  he  is  satisfied  if  he  saves 
the  interest.  The  whole  nation,  acting  in  the  same  way,  save 
only  the  interest  of  the  loan,  or  one  million,  and  allow  the 
principal  sum  of  twenty  millions,  which  they  would  have  either 
wholly  or  partly  saved  had  they  been  called  upon  to  pay  it  im- 
mediately, to  remain  as  a  mortgage  on  their  property,  or  the  pro- 
duce of  their  industry.  Men  act  thus,  because  they  invariably 
reckon  a  war  burdensome,  only  in  proportion  to  what  they  are 
at  the  moment  called  upon  to  pay  for  it  in  taxes,  without  reflect- 
ing on  the  probable  duration  of  these  taxes.  It  would  be  an  ex- 
ceedingly hopeless  undertaking  to  attempt  to  convince  any  one  that 
a  perpetual  payment  of  50/.  a  year  is  as  burdensome  as  a  single 
payment  of  WOOL  We  are  apt  to  entertain  an  idea  that  some 
jfuture  accident  or  revolution  may  occur  to  relieve  our  properties 
from  the  burden  of  the  perpetual  payment ;  and,  at  all  events, 

*  Wealth  of  Nations,  II.  p.  19. 
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we  consider  it  as  certain,  that  the  greater  portion  of  it  will  have 
to  be  defrayed  by  posterity.  Indeed,  this  very  circumstance  of 
its  throwing  a  portion  of  the  expense  of  every  contest  on  pos- 
terity, or,  which  is  in  effect  the  same  thing,  its  distributing 
its  expense  equally  over  a  lengthened  period,  is  one  of  the  ar- 
guments principally  relied  on  by  the  advocates  of  the  funding 
system.  But  it  is  easy  to  see  that  this  argument  is  wholly  and 
completely  fallacious; — and  that  the  more  the  interests  of  pos- 
terity can  be  protected,  without  injuring  those  of  the  existing 
generation,  so  much  the  better.  Now,  this  is  what  the  plan  for 
raising  the  supplies  within  the  year  would  really  do.  Suppos- 
ing, however,  that  it  did  not  generate  an  additional  spirit  of 
economy,  still  its  adoption  could  do  no  possible  harm  to  the  pre- 
sentgeneration,  but  would  have  the  very  same  effect  with  respect 
to  them  and  posterity  as  the  system  of  loans  :  For,  it  must  ob- 
viously be  a  matter  of  perfect  indifference  to  the  heir  of  an 
individual  whose  share  of  the  expenses  of  a  war  amounts  to 
1000/.,  whether  he  pays  it  at  once,  and  leaves  him  1000/. 
less,  or  does  not  pay  it,  and  leaves  him  1000/.  more,  subject 
to  a  constant  charge  of  50/.  a  year.  But  it  is  the  peculiar 
advantage  of  this  plan,  that  while  it  entails  no  greater  bur- 
den on  any  individual  than  the  system  of  borrowing,  and  while 
it  gives  full  liberty  to  every  one  who  is  so  disposed,  to  remove  a 
part  of  that  burden  from  his  own  shoulders  on  to  those  of  his 
successors,  it  has  a  powerful  tendency  to  render  the  public  less 
inclined  to  avail  themselves  of  this  power,  and  more  disposed 
to  make  immediate  sacrifices,  and  to  become  more  industrious, 
frugal,  and  parsimonious,  than  they  would  otherwise  have  been. 
It  is  a  gross  error  to  suppose  that  it  protects  the  interests  of 
posterity,  by  laying  any  heavier  burden  on  the  existing  genera- 
tion ;  it  does  no  such  thing ;  it  protects  them  only  because  it 
gives  additional  force  to  the  accumulating  principle,  and  be- 
cause it  stimulates  every  individual  to  maintain  himself  in  his 
station,  and  to  preserve  his  capital  undimi-nished. 

Here,  then,  is  the  distinguishing  criterion  of  the  two  sys- 
tems. *  The  funding  system  occasions  only  such  a  small  ad- 
ditional degree  of  exertion  and  economy  as  may  be  required  to 
produce  and  save  the  interest  of  the  capital  that  has  been  spent 
in  warlike  operations;  but  the  system  of  raising  the  supplies 

*  This  distinction  was  first  clearly  pointed  out  by  Mr  Ricardo,  in 
his  Principles  of  Political  Economy  and  Taxation,  1st  Ed.  p.  337; 
and  in  his  article  '  Funding  System, '  in  the  Supplement  to  the  Eu- 
pyclopaedia  Britannica. 
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within  the  year,  gives  infinitely  greater  force  and  activity  to  the 
spirit  of  exertion  and  economy,  and  stimulates  the  public  to 
exert  themselves  to  produce  and  save  a  sum  equivalent,  not  to 
the  interest  only,  but  to  the  entire  CAPITAL  that  has  been  spent. 
If,  therefore,  the  question  with  respect  to  the  merits  of  the  two 
systems  is  to  be  decided  by  a  comparison  of  their  respective  in- 
fluence on  national  wealth, — and  this  is  admitted  by  M.  Gentz 
to  be  la  premiere  consideration,  et  celle  qui  doit  toujours  Vempor- 
ter  sur  toutes  les  autres,— there  can  be  no  manner  of  doubt  that 
the  preference  must  be  given  to  the  plan  for  raising  the  supplies 
within  the  year. 

But  there  are  other  considerations,  and  those,  too,  of  perhaps 
still  greater  importance,  which  equally  show  the  superior  ad- 
vantages of  the  plan  for  raising  the  supplies  within  the  year. 
It  would  teach  the  Government,  as  well  as  the  people,  to  be 
more  frugal  and  economical,  and  to  conduct  the  public  business 
on  a  less  extravagant  and  prodigal  scale.  The  facility  with 
which  money  is  raised  by  the  funding  system,  has  been  one  of 
the  principal  causes  of  those  innumerable  wars  that  have  conti- 
nued to  desolate  the  world  since  the  revival  of  arts  and  litera- 
ture in  Europe.  It  has  tempted  governments  rashly  to  engage 
in  the  most  ruinous  enterprises  ;  while,  by  deceiving  the  people 
with  regard  to  their  inevitable  consequences,  it  has  rendered 
them  but  too  ready  to  second  and  applaud  the  ambitious  pro- 
jects of  their  rulers.  The  lottery  of  war  is  the  most  expensive 
and  destructive  of  all  lotteries.  Its  great  prizes — its  triumphs 
and  its  conquests — however  attractive  and  magnificent  they  may 
appear,  are  but  a  miserable  compensation  for  the  treasure  and 
blood  that  must  be  spent  in  obtaining  them.  True  national 
prudence  is  chiefly  manifested  in  avoiding  all  unnecessary  wars, 
and  in  terminating  those  that  are  necessary,  as  soon  as  they  can 
be  terminated  with  safety  and  honour.  There  is,  however,  but 
one  wav  of  teaching  either  nations  or  individuals  this  prudence, 
or  of  impressing  them  with  a  due  sense  of  the  inestimable  blessr 
ing  of  peace  ;  and  that  is,  by  making  them  feel  that  war  is  uni- 
versally a  losing  game,  and  that  it  is  impossible  to  engage  in  it 
without  experiencing  an  instant  diminution  of  comforts  and  en- 
joyments. But  it  is  the  bane  of  the  funding  system,  that  it  con- 
ceals these  unavoidable  consequences  for  a  while;  and,  by  mak- 
ing the  people  believe  that  they  will  never  overtake  them,  it 
prompts  them  to  set  up  the  most  extravagant  pretensions,  and 
to  manifest  a  fierce  and  unaccommodating  spirit  on  occasion  of 
any  petty  quarrel.  The  result  is — a  result  not  deduced  from 
theory  only,  but  from  the  most  comprehensive  experience— thut 
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every  country  which  has  acted  on  this  system  for  any  consider- 
able period,  is  inextricably  involved  in  debt  and  difficulties ; 
that  her  taxes  continue  nearly  as  high  in  peace  as  in  war ;  and 
that,  while  the  weight  of  her  burdens  unfits  her  for  engaging 
in  those  contests  in  which  she  ought  perhaps  to  take  a  share, 
they  become  the  source  of  perpetually  recurring  convulsions, 
which  have  often  ended,  as  they  will  most  probably  end  again, 
either  in  bankruptcy  or  revolution. 

Not  only,  therefore,  would  the  plan  of  raising  the  supplies 
for  a  war  within  the  year,  by  means  of  additional  taxes,  be  a 
means  of  adding  increased  efficacy  to  the  parsimonious  princi- 
ple, and  of  stimulating  individuals  to  defray  their  share  of  the 
public  expenditure,  by  increased  exertion,  and  by  making  a 
proportional  deduction  from  their  ow?i  expenditure  ;  but  it 
would  also,  by  making  us  feel  the  whole  pressure  of  it  at  once, 
render  us  less  disposed  wantonly  to  engage  in  any  expensive 
contest,  and  more  disposed  to  embrace  the  earliest  opportunity 
of  making  peace  on  fair  and  liberal  terms.  To  a  nation  who 
defrayed  all  her  extraordinary  expenses  by  a  corresponding  in- 
crease of  taxation,  peace  might  be  emphatically  said  to  bring 
*  healing  under  her  wings. '  As  soon  as  the  period  of  extraor- 
dinary exertion  had  ceased,  the  taxes  that  had  been  imposed  to 
meet  it  would  also  cease.  Prices  \vrould  immediately  fall  back 
to  their  natural  level ;  and  industry,  relieved  from  the  burdens 
of  the  war,  would  spring  forward  with  redoubled  energy.  Had 
we  always  acted  on  this  system,  our  taxes  could  not  at  this  mo- 
ment have  exceeded  five  or  six  millions,  or  little  more  than  the 
sum  it  now  takes  to  collect  the  revenue,  while  we  should  at  the 
same  time  have  possessed  several  hundred  millions  of  additional 
capital.  We  should  thus  have  been  rendered  infinitely  more 
powerful  and  populous ;  and  would,  in  consequence,  have  been 
better  enabled  to  resist  whatever  attacks  may  be  made  on  our  own 
freedom  and  independence,  and  to  interpose  with  more  decisive 
effect  in  defence  of  the  liberties  of  others. 

The  objections  to  the  plan  for  raising  the  supplies  within  the 
year,  though  sufficiently  plausible,  seem  to  us  to  be  of  no  real 
weight.  It  is  said,  in  \hejirst  place,  that  the  immediate  pay- 
ment of  the  expenses  of  a  war  would,  in  many  cases,  be  alto- 
gether impracticable — and  that,  on  the  modern  scale  of  expense, 
loans,  by  which  the  pressure  is  divided  with  posterity,  are  not 
only  convenient  but  absolutely  necessary.  Now,  the  best  an- 
swer to  this  plea  of  impossibility,  is  to  show  that  the  thing  has 
been  actually  done, — and  before  we  conclude  we  undertake  to 
satisfy  our  readers,  that  the  sums  actually  raised  by  taxation 


18 23.  Pnnding  System — British  Finances.  11 

during  the  enormous  and  wasteful  war  outlay  from  1793  to 
1816,  really  fell  very  little  short  of  that  vast  expenditure;  and 
that  we  have  added  upwards  of  Six  Hundred  Millions  to  our  fund- 
ed debt,  in  order  to  avoid  raising  little  more  than  one  hundred 
additional  millions  in  the  course  of  those  twenty-three  years  ! 

The  impossibility,  therefore,  of  raising  the  year's  expenses 
within  the  year,  cannot  be  plausibly  maintained — and  the  objec- 
tion therefore  merely  resolves  into  this,  that  it  would  be  extremely 
inconvenient  to  manufacturers  and  landholders  who  are  not  gene- 
rally possessed  of  large  sums  of  ready  money.  Suppose,  for  ex- 
ample, that  a  manufacturer's  share  of  the  expense  of  a  war  amounts 
to  1000/.,  and  suppose  farther,  that  he  can  neither  save  this  sum 
from  his  expenditure,  nor  withdraw  it  without  great  loss  from  his 
business,  the  advantage  of  the  funding  system  consists,  we  are  told, 
in  relieving  him  from  the  necessity  of  making  this  payment,  and 
in  enabling  him  to  carry  on  his  business  as  before,  subject  only 
to  a  deduction  of  501.  a  year,  which  he  can  easily  spare  from 
his  profits  !  But  the  slightest  consideration  must  suffice  to  sa- 
tisfy any  one,  that  this  is  merely  a  nominal  and  apparent  ad- 
vantage. How  does  the  practice  of  funding  relieve  the  manu- 
facturer from  the  necessity  of  making  an  immediate  payment  of 
1000/.  ? — by  Government  or  its  agents  going  into  the  money- 
market  and  borrowing  1000&  on  his  account,  with  the  interest  of 
Which  he  is  charged !  And  had  this  practice  been  abolished, 
the  manufacturer  would  have  done  that  directly  which  he  has 
done  by  deputy;  he  would  have  gone  into  the  market  him- 
self, and  borrowed  the  same  sum.  '  That  there  are  per- 

*  sons  disposed  to  lend  to  individuals  is  certain,  from  the  fa- 

*  cility  with   which  Government  raises  its  loans.     Withdraw 
'  this  great  borrower  from  the  market,  and  private  borrow- 

*  ers  will  be  readily  accommodated.     By  wise  regulations  and 
'  good  laws,  the  greatest  facilities  might  be  afforded  to  indivi- 

*  duals  in  such  transactions.     In  the  case  of  a  loan,  A  advances 
6  the  money,  and  B  pays  the  interest,  and  every  thing  else  remains 
'  as  before.    In  the  case  of  war  taxes,  A  would  still  advance  the 

*  money,  and  B  pay  the  interest,  only  with  this  difference,  he 
'  would  pay  it  directly  to  A ;  now  he  pays  it  to  Government, 

*  and  Government  pays  it  to  A. ' — (Art.  Funding  System,  Supp. 
to  Encyc.  Britannica,  Vol.  IV.  p.  422.) 

But  this  is  not  all.  When  an  individual  goes  into  the  market 
to  borrow  money  on  his  own  account,  he  will  borrow  it  on  much 
more  advantageous  terms  than  the  agents  employed  by  Govern- 
ment. The  getting  of  money — quocunque  modo  rem — is  the  ex- 
clusive object  of  the  latter;  whereas  the  object  of  the  former  is 
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JBO  much  to  get  money,  as  to  get  it  in  the  cheapest  way  pos- 
sible. It  requires,  besides,  a  very  expensive  establishment  —  an 
establishment  which  costs  this  country  several  millions  a  year  — 
to  collect  the  interest,  or  the  taxes  required  to  pay  the  interest, 
of  the  public  debt;  .every  shilling  of  which  would  have  been 
saved,  had  the  supplies  been  raised  within  the  year  !  In  every 
point  of  view,  therefore,  the  fallacy  of  the  objection  in  question 
is  obvious.  Nor  can  there  be  a  doubt,  that  it  is  infinitely  better 
that  those  individuals  who  are  unprovided  with  ready  money, 
should  negociate  loans  for  themselves,  than  that  they  should  be 
negociated  for  them  by  the  Treasury. 

As  any  very  sudden  and  great  increase  of  the  taxes  affecting 
luxuries  would  most  probably  diminish  their  consumption  and 
render  them  comparatively  unproductive,  it  would  be  necessary, 
in  order  to  raise  the  supplies  within  the  year,  to  resort  either  to 
taxes  on  necessaries,  or  to  a  tax  on  income.  But  then  it  is  ob- 
jected, that  if  necessaries  are  taxed,  their  prices  being  proportion- 
ally raised,  the  burden  of  the  tax  will  fall  heaviest  on  the  labour- 
ing .class,  who  are  least  able  to  bear  it  :  and  that  in  the  event  of 
an  income  tax  being  resorted  to,  a  disproportionally  heavy  burden 
would  be  thrown  on  professional  people  and  annuitants.  We 
are  not,  however,  of  opinion,  that  these  objections  are  any  better 
founded  than  the  former.  It  is  a  mistake  to  suppose,  that  a  tax 
on  necessaries  imposes  any  heavier  burden  on  the  labourer  than 
on  any  one  else.  His  wages  would  be  so  much  increased  sub- 
sequently to  the  imposition  of  the  tax,  as  to  preserve  him  in  his 
former  relative  situation.  That  this  would  be  the  case  is  nearly 
obvious.  The  produce  of  the  tax  would  come  into  the  hands 
of  Government;  who  would,  in  consequence,  have  so  much  the 
greater  means  to  lay  out,  as  they  must  always  be  laid  out,  either 
in  the  purchase  of  labour  or  its  produce.  Whatever,  therefore, 
might  in  the  first  instance  have  been  taken  from  the  labourers  by 
the  tax,  would  be  restored  to  them  by  the  rise  which  the  greater 
demand  of  Government,  or  its  agents,  for  labour,  could  not  fail 
to  produce  in  the  rate  of  wages.  Such  a  tax  would  really  fall 
on  profits  ;  and  its  injury  to  the  labourer  would  depend  on  the 
check  which  it  gave  to  the  power  of  accumulation.  But  as  this 
is  an  injury  which  could  not  be  sensibly  felt  for  a  very  consider- 
able period,  it  is  probable  that  the  war  would  be  terminated, 
and  the  tax  abolished,  previously  to  its  becoming  in  any  degree 
oppressive  to  the  labourer  ;  whereas,  when  taxes  are  imposed  to 
pay  the  interest  of  the  public  debt,  they  cannot  be  repealed, 
and  the  labourer  is  exposed,  without  remedy  or  the  hope  of  re- 
iicfj  to  the  whole  injury  arising  from  the  reduced  rate  of  profit, 
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and  the  consequently  diminished  demand  for  his  industry? 
which,  in  the  long  run,  they  are  certain  to  occasion. 

There  is  just  as  little  ground  for  the  objection,  so  much  re- 
lied upon,  that  in  the  event  of  an  income  tax  being  imposed  to 
defray  war  expenditure,  it  would  fall  with  disproportionate  se- 
verity on  the  professional  classes.  There  is,  we  admit,  a  great 
appearance  of  truth  in  the  statement  of  those  who  affirm,  that  it 
is  a  monstrous  hardship  and  injustice,  to  make  the  same  deduc- 
tion from  the  income  of  a  lawyer  or  physician,  on  whose  ex- 
ertions a  numerous  family  may  perhaps  be  dependant,  as  from; 
the  rent  of  a  landlord  or  the  profit  of  a  capitalist.  But  if  it  can 
be  shown,  that  the  condition  of  professional  men  must  be  affect- 
ed by  every  tax  laid  exclusively  on  the  incomes  of  landlords  and 
capitalists,  exactly  to  the  same  extent  as  if  it  had  been  extend- 
ed to  them,  these  objections  must  obviously  fall  to  the  ground, 
and  there  can  be  neither  hardship  nor  injustice  in  making  the 
tax  universal.  Now,  it  is  not  very  difficult  to  demonstrate,  that 
this  would  really  be  the  case;  and  that,  in  point  of  "fact,  it  is 
altogether  immaterial  to  professional  men,  whether,  when  a  tax 
is  laid  on  income,  they  pay  their  full  share,  or  obtain  a  total 
exemption. 

The  revenue  or  wages  of  professional  men  depends  partly  on 
the  expense  necessarily  incurred  in  their  education,  and  partly 
on  the  peculiar  habits  of  the  society  in  which  they  live,  and  the 
station  they  must  support.  If  their  wages  amounted  only  to  a  bare 
compensation  for  the  expenses  of  education,  it  is  easy  to  see  they 
could  not  be  permanently  affected  by  a  tax  on  income;  for,  as  soon 
as  the  tax  was  imposed,  their  wages  would  become  insufficient  for 
their  remuneration;  and,  while  young  men  would  thus  be  deter- 
red from  entering  on  professional  pursuits,  those  already  engaged 
in  them  would  have  a  powerful  temptation  to  withdraw;  nor 
would  this  double  operation  cease,  until  it  had,  by  diminishing 
the  supply,  raised  the  wages  of  those  who  remained  to  their 
proper  level, — that  is,  until  it  had  increased  them  by  the  whole 
amount  of  the  tax.  It  is  clear,  therefore,  that  no  lasting  o? 
real  injury  could  be  done  to  those  professional  men  whose  earn- 
ings are  proportioned  to  the  necessary  expenses  of  their  educa- 
tion, by  subjecting  them  to  a  tax  on  income. 

It  may  be  supposed,  however,  that  the  effect  would  be  differ- 
ent in  the  case  of  those  whose  incomes  are  not  regulated 
so  much  by  the  expense  of  their  education,  as  by  the  expense 
of  maintaining  themselves  in  the  station  in  which  custom  and 
the  habits  of  society  require  them  to  live.  But  this  circum- 
stance does  not  really  make  the  slightest  difference  on  the  re^ 
suit.  The  situation  of  professional  men  must  always  bear  some 
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certain  relation  to  the  situation  of  those  among  whom  they  re- 
side. If  you  either  improve  or  depress  the  condition  of  the 
]andlords  and  capitalists  of  a  country,  it  will  be  found  to  be 
utterly  impossible  to  maintain  professional  men  in  their  previ- 
ous situation.  Their  interests  are  inseparably  and  indissolubly 
connected  with  those  of  the  other  classes: — they  must  rise  when 
they  rise,  and  they  must  fall  when  they  fall.  Suppose,  to  illus- 
trate this  principle,  that  a  tax  is  laid  on  the  incomes  of  land- 
lords and  capitalists,  .from  which  the  incomes  of  professional 
men  are  exempted.  It  is  plain,  that  the  immediate  effect  of 
such  a  tax  would  be  to  derange  the  previously  subsisting  rela- 
tions between  the  different  classes  and  orders  of  society.  The 
condition  of  professional  men,  as  compared  with  that  of  land- 
lords, farmers,  manufacturers,  and  merchants,  would  be  improv- 
ed. But  this  improvement  would  be  of  very  short  duration. 
For,  the  greater  inducements  which  the  exemption  from  the 
tax  would  hold  out  to  young  men  to  enter  on  professional 
pursuits,  would  not  fail  to  attract  additional  numbers,  until, 
by  the  increase  of  competition,  their  wages  had  declined,  so  as 
to  balance  the  advantage  of  exemption  from  the  tax,  and  to 
place  them  in  the  same  relative  situation  as  before.  If  we  re- 
verse this  hypothesis,  and  suppose  that,  instead  of  professional 
incomes  being  exempted  from  an  income  tax,  it  is  laid  exclu- 
sively on  them,  the  result  will  be  precisely  similar.  The  situa- 
tion of  professional  men,  as  compared  with  that  of  the  other 
classes,  would  in  this  case  be  changed  to  the  worse.  There 
would,  in  consequence,  be  a  greater  disinclination  to  engage  in 
professional  pursuits ;  and  the  usual  supply  of  entrants  not  be- 
ing obtained,  their  numbers  would  be  progressively  diminished, 
until  the  greater  competition  for  their  services  had  again  restor- 
ed them  to  their  proper  relative  situation,  or  to  the  situation 
they  would  have  occupied,  had  the  tax  been  laid  equally  on  all 
classes. 

Still,  however,  it  may  be  said,  that  though  no  injustice  is  done 
to  professional  men  by  taxing  them  to  the  same  extent  as  capi- 
talists, when  an  income  tax  forms  a  permanent  source  of  revenue, 
an  injustice  would  be  done  them  were  they  taxed  to  the  full  ex- 
tent of  the  other  classes,  in  the  event  of  its  only  being  imposed 
during  the  continuance  of  a  war ;  because,  in  such  a  case,  suffi- 
cient time  would  not  be  afforded  to  permit  the  natural  princi- 
ples of  adjustment  we  have  described,  to  operate  their  full  ef- 
fect. But  this  objection  is  as  untenable  as  the  former.  Wars 
are  calamities  to  which  every  people  must  always  be  liable  ;  and 
if  it  were  once  known  that  the  supplies  required  to  defray  their 
expense  were  to  be  raised  within  the  year,  by  an  equal  income 
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tax,  the  chances  of  being  subjected  to  this  tax  would  most  cer- 
tainly enter  into  the  calculations  of  all  professional  men,  and 
the  rate  of  their  natural  or  necessary  wages  would  be  regulated 
accordingly.  In  every  case,  therefore,  whether  an  income  tax 
is  made  one  of  the  ordinary  sources  of  revenue,  or  is  only  re- 
sorted to  on  extraordinary  emergencies,  professional  incomes 
ought  to  be  taxed  to  the  same  extent  as  others.  To  give  a« 
batements  in  their  favour,  serves  only  to  introduce  an  apparent 
inequality  into  the  tax,  and  to  render  its  collection  more  diffi- 
cult, without  doing  them  any  real  service.  If  you  give  them  an 
abatement,  their  fees  will  be  diminished ;  and  if  you  do  not 
give  it,  they  will  be  raised  ;  so  that  in  either  case,  they  will  pre- 
serve the  same  relative  situation  with  respect  to  the  other  classes 
of  society. 

The  only  class  in  whose  favour  it  would  be  just  and  equitable 
to  grant  an  abatement  from  the  full  charge,  on  account  of  an 
income  tax,  consists  of  those  who  derive  their  incomes  frovajfaed 
and  terminable  annuities.  It  is  obvious,  that  such  a  tax  would 
press  with  greater  severity  on  them  than  on  landlords  or  capital- 
ists, whose  incomes  are  derived  from  what  may  be  considered  as 
inexhaustible  sources ;  and  it  would  also  press  with  greater  se- 
verity on  them  than  on  professional  men,  whose  incomes  would 
be  augmented  in  consequence  of  its  imposition.  And,  there- 
fore, it  would  be  necessary  to  avoid  laying  any  greater  burden 
on  the  possessors  of  terminable  annuities,  than  on  the  other 
classes,  or,  to  preserve  them  in  their  previous  relative  situation, 
10  make  abatements  in  their  favour  in  an  inverse  proportion  to 
the  duration  of  their  annuities. 

Two  very  considerable  advantages  would  result  from  raising 
the  supplies  within  the  year,  by  means  of  an  income  tax,  in  pre- 
ference either  to  taxes  on  necessaries  or  luxuries.  The  first  con- 
sists in  the  greater  equality  with  which  taxes  on  income  affect 
the  different  classes  of  society.  Taxes  on  commodities  or  ex- 
penditure must  always  fall  with  disproportionate  severity  on 
those  who  have  large  families  or  expensive  stations  to  support, 
while  rich  misers  and  those  who  have  no  families  may  nearly 
escape  them.  It  has  indeed  been  suggested,  that  this  inequali- 
ty might  be  got  rid  off,  by  making  distinctions  in  the  du- 
ties on  commodities  proportioned  to  the  relative  conditions  of 
those  who  buy  them ;  and  by  enacting,  that  those  who  have  so 
many  children  should  pay  a  certain  duty,  and  those  who  have 
so  many  more  a  different  duty  !  But  the  extreme  complexity 
of  such  a  plan,  and  the  facilities  it  would  give  to  every  species 
of  fraud  and  evasion,  will  always  prevent  its  adoption.  Suppos- 
ing, however,  that  it  could  be  adopted,  it  would  be  in  the  highest 
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degree  unjust  and  inexpedient; — unjust,  inasmuch  as  a  reduc- 
tion of  duties  in  favour  of  those  who  have  small  incomes  would 
really  be  to  tax  the  wealthier  classes,  not  for  the  sake  of  the 
State,  but  for  the  benefit  of  their  less  opulent  brethren  ;  and  in- 
expedient, inasmuch  as  a  reduction  of  duties  in  favour  of  those 
who  have  large  families,  would  act  as  a  stimulus  to  marriage, 
which,  if  it  ought  not  to  be  discouraged,  certainly  stands  in  no 
need  of  encouragement.  So  long,  therefore,  as  taxes  affect 
only  expenditure,  those  who  are  obliged  to  spend,  must  un- 
avoidably pay  more  than  their  just  proportion  of  the  public 
revenue.  But  a  fairly  levied  tax  on  income  would  obviate  this 
defect ;  and  would  make  all  classes  contribute  equally,  in  pro- 
portion to  their  means,  to  the  expenses  of  the  war. 

The  second  advantage  that  would  result  from  raising  the  sup- 
plies by  means  of  an  income  tax,  consists  in  the  little  derange- 
ment it  would  occasion  in  the  distribution  of  capital,  and  in  the 
price  of  commodities.  When  a  tax  is  laid  on  a  particular  class 
of  commodities,  the  producers,  in  order  to  raise  the  price  pro- 
portionally to  the  tax,  diminish  the  supply  in  the  market,  by 
transferring  a  portion  of  the  capital  employed  in  the  production, 
of  the  taxed  commodities  to  some  other  business.  But  an  equat 
income  tax  would  operate  as  an  equal  tax  on  profits  ;  and  when 
all  profits  are  equally  taxed,  no  advantage  would  be  gained  by 
transferring  capital  from  one  business  to  another,  and  the  pro- 
ducers would  have  no  means  whatever  of  raising  prices.  Under 
the  operation  of  such  a  tax,  every  individual  would  continue, 
just  as  he  would  have  done  had  he  not  been  taxed  at  all,  to 
employ  himself  in  those  businesses  which  are  naturally  most  ad- 
vantageous. Capital  and  industry  would  not  be  forced  into 
artificial  channels.  The  pay  of  troops  and  of  public  function- 
aries would  not  be  raised,  because  of  a  rise  of  prices  occasion- 
ed by  taxation ;  at  the  end  of  the  war,  every  thing  would  be 
found  in  its  proper  position  ;  there  would  be  no  revulsion  ;  and 
we  should  be  immediately  enabled  to  avail  ourselves  to  the  ut- 
most, of  all  our  natural  and  acquired  resources. 

M.  Gentz  lays  much  stress  on  the  argument,  that  it  is  al- 
ways in  the  power  of  individuals  to  defray  the  interest  of  loans 
by  increased  saving  and  exertion,  while,  if  they  were  called  upon? 
to  pay  their  entire  share  of  the  loan,  so  great  an  encroachment 
might  be  made  on  their  means  of  production  as  to  deprive  them 
of  the  power  even  of  saving  the  interest.  But  this  is  sup- 
posing, that  an  individual,  who  is  engaged  in  business,  and  who 
has  no  spare  capital,  could  not  borrow  a  sum  to  pay  his  share 
of  the  tax,  which  we  have  shown  would  be  always  completely 
in  his  power.  Besides,  it  is  a  radical  error  to  suppose  that  the 
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superiority  of  the  plan  for  raising  the  supplies  within  the  year 
depends  on  its  causing  the  whole  expense  to  be  saved.  Every 
contest  must  occasion  the  destruction  of  capital.  But  the  ques- 
tion is,  Whether  will  this  destruction  be  sooner  compensated 
on  this  system  or  on  that  of  loans  ?  Now,  it  is  obvious,  that  if 
the  entire  expenses  of  a  war  were  distributed  among  indivi- 
duals, and  made  a  debt  directly  affecting  them,  the  wish  to  re- 
lieve themselves  of  the  principal  of  this  debt  would  be  a  much 
more  powerful  motive  to  increased  exertion  and  economy, 
than  the  wish  to  relieve  themselves  of  the  interest.  The  real 
effect  of  increased  public  expenditure  in  diminishing  the  wealth 
of  individuals,  would  then  be  rendered  palpable  and  obvious ; 
the  deception  caused  by  loans  would  be  avoided ;  and  every 
one  would  have  a  plain  and  distinct  motive  to  exert  himself  to 
preserve  his  fortune  unimpaired,  and  to  relieve  himself  of  his 
share  of  the  public  expense ;  whereas,  by  resorting  to  the  Fund- 
ing System,  you  really  mortgage  the  property  and  encumber  the 
industry  of  all  classes;  at  the  same  time  that  each  individual, 
looking  only  to  the  debt  en  masse,  and  ignorant  of  the  extent 
of  the  burden  affecting  himself,  never  once  dreams  of  its  pay- 
ment, or  of  saving  a  capital  for  the  extinction  of  his  own  share. 

Neither  is  it  by  any  means  true,  as  is  contended  by  M.  Gentz, 
that  it  is  always  in  the  power  of  individuals  to  defray  the  in- 
terest of  loans  by  increased  saving  and  exertion.  In  the  infancy 
of  the  Funding  System  this  is  generally  the  case.  But,  after  it 
has  attained  to  maturity, — after  it  has  entailed  a  vast  load  of 
debt  on  the  country,  and  deeply  encroached  on  the  comforts 
and  means  of  the  people,  it  becomes  impossible  to  defray  the 
interest  of  loans  by  additional  exertion  and  frugality.  No  prin- 
ciple being  then  left  to  balance  the  destruction  of  capital  and 
consequent  loss  of  income,  the  process  of  degradation  is  carried 
on  with  double  force.  When  in  its  first  stage,  and  when  least  in- 
jurious, the  Funding  System  is  one  of  deceit,  waste,  and  prodi- 
gality ;  but  when  it  has  been  carried  to  its  full  extent,  it  not  on- 
ly destroys  a  large  proportion  of  the  means  of  future  produc- 
tion, without  leaving  any  means  of  replacing  them,  but,  by  car- 
rying taxation  in  time  of  peace  to  a  most  oppressive  height,  it 
overloads  and  paralyses  all  the  springs  of  exertion,  depresses 
the  rate  of  profit  and  creates  an  overpowering  temptation  to 
transfer  capital  to  other  countries,  and  thus  becomes  the  most 
efficient  cause  of  national  poverty,  disgrace,  and  revolution. 

It  is  almost  unnecessary  to  notice  the  singular  argument  ad- 
vanced by  M.  Necker  in  favour  of  the  Funding  System.  He 
contends,  that  if  it  is  adopted  by  one  nation,  it  must,  from  a  re- 
gard to  self-defence,  be  adopted  by  others.  But  if  the  effect  of 
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the  Funding  System  be,  as  it  unquestionably  is,  to  occasion  a 
very  great  diminution  of  national  power  and  resources,  it  is 
obvious,  that  its  abandonment  by  a  particular  state  would  be 
one  of  the  most  effectual  methods  by  which  she  could  increase 
her  relative  force.  And  hence  it  is,  that  a  regard  to  self-de- 
fence would  suggest  the  very  reverse  of  the  policy  which  M. 
Necker  has  recommended.  (Administration  des  Finances,  II. 
p.  881.) 

The  mob  of  declaimers  in  favour  of  the  Funding  System  tell 
us,  that  the  injurious  effects  anticipated  from  it  by  Hume  and 
Smith,  have  not  been  realized ;  that  the  national  prosperity 
has  increased,  notwithstanding  the  debt  has  been  augmented 
in  a  tenfold  proportion  since  they  wrote ;  and  that  they  are,  in 
consequence,  entitled  to  presume,  that  the  same  fate  will  attend 
all  such  sinister  predictions  in  all  time  to  come  !  But  the  fact 
of  the  nation  having  made  prodigious  advances  since  3752, 
when  Mr  Hume's  Essay  on  Public  Credit  was  published,  is 
really  no  proof  whatever,  that  the  Funding  System  is  not  to  the 
full  as  mischievous  as  he  represented  it.  Neither  Hume  nor 
Smith  made  sufficient  allowance  for  the  effect  of  mechanical 
discoveries,  and  of  improved  methods  of  production,  in  repair- 
ing the  loss  of  capital  occasioned  by  funding.  But  this  does 
not  render  their  general  estimate  of  the  effects  of  that  system 
less  sound  and  unimpeachable.  The  waste  and  dilapidation  oc- 
casioned by  the  practice  of  funding  have  been  counteracted  by 
causes  which  have  no  connexion  with  it,  and  which  would 
have  equally  existed  had  it  never  been  heard  of,— by  the  stu- 
pendous inventions  and  discoveries  of  Watt,  Arkwright,  Cromp- 
ton,  Wedgwood  and  other  benefactors  of  their  species.  Still, 
however,  it  is  undeniably  certain,  and  it  is  on  this  that  the  whole 
question  hinges,  that,  had  it  not  been  for  this  waste  and  dila- 
pidation, these  inventions  would  have  proved  incomparably 
more  beneficial.  Had  the  supplies  been  raised  within  the  year, 
a  more  powerful  spirit  of  economy  would  have  been  generated 
in  the  nation ;  the  public  capital  would,  in  consequence,  have 
been  augmented ;  our  taxes  would  not  have  exceeded  a  tenth 
part  of  their  present  amount ;  the  advantage  of  increased  faci- 
lities of  production  would  not  have  been  neutralized  by  the  impo- 
sition of  equivalent  or  higher  duties ;  it  would  not  have  been, 
as  it  now  is,  not  a  little  difficult  for  the  most  industrious  labour- 
ers to  support  themselves  without  having  recourse  to  parish  as- 
sistance ;  the  rate  of  profit  would  not  have  been  sunk  below  the 
rate  of  profit  in  other  countries ;  and  there  would  have  been 
no  cause  to  occasion  that  efflux  of  capital  which  is  now  taking 
place.  The  truth  is,  that  if  we  compare  the  state  of  this  couiv 
try  under  the  Funding  System,  with  what  would  have  been  its 
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state  had  the  gupplies  been  raised  within  the  year,  we  shall  find 
that  Hume  and  Smith,  instead  of  exaggerating,  have  really  un- 
derrated its  destructive  influence  and  operation. 

The  history  of  most  modern  countries  attests  the  truth  of  the 
principles  we  have  been  endeavouring  to  establish.  The  Fund- 
ing System  has  been  almost  universally  adopted,  and  it  has  uni- 
formly enfeebled  every  state  which  has  had  recourse  to  it.  It 
was  carried  to  its  greatest  extent  in  Holland ;  and  it  is  to  it, 
or  rather  to  the  excessive  taxation  in  time  of  peace  which  it 
occasioned,  that  the  low  rate  of  profit  in  that  republic,  and  the 
decline  of  her  fisheries,  manufactures  and  commerce,  is  to  be 
ascribed.  e  Nous  avons  remarque, '  says  the  well-informed  au- 
'  thor  of  the  Richesse  de  la  Hollande,  *  que  Paccroissement  suc- 

*  cessifdes  impots,  etla  necessity  de  faire  des  emprunts  ont  con- 

*  couru  plus  que  toute  autre  cause  a  faire  decroitre  le  commerce 

*  de  la  Hollande.     C'est  la  une  suite  inevitable,  surtout  des  em- 

*  prunts,  parce  qu'une  paix  ne  mortifie  pas  les  dettes  de  Petat. 

*  Tous  les  avantages  d'une  guerre  heureuse  ne  bonifient  pas  les 
'  desavantages  que  Petat  en  souffre.     Les  peuples  sont  moins 

<  heureux  et  Petat  s'est  affoibli.     C'est  toujours  Id  le  rcmltat  in- 

*  evitable  de  Vusage  des  emprunts.     C'est  la  peutetre  Pun  des 

*  fleaux  de  la  guerre  moderne,   qui  repand  le  plus  de  calami tes, 

*  en  ce  qu'il  affecte  tous  les  peuples  dans  un  detail  infini  et  plu- 

<  sieurs  generations.     La  politique  qui  de  nos  jours  a  trouve 
'  Part  de  soutenir  la  guerre  par  Pusage  du  credit,  ne  pouvoit 
'  produire  un  art  plus  funeste  a  Phumanite. '  (Tome  II.  p.  201. 
Amst.  1778.) 

We  subjoin  a  sketch  of  the  progress  of  the  interest  of  the 
public  debt  of  the  province  of  Holland. 

Florins. 
In  1562,  previous  to  the  commencement  of  the 

revolutionary  disturbances,  the  interest  of  the 

public  debt  of  Holland  amounted  to  78,100 

In  1579,  the  epoch  of  the  union  of  Utrecht,  it 

amounted  to  -  117,000 

In  1671,  previously  to  the  invasion  of  the  French 

under  Louis  XIV.,  it  amounted  to  5,509,519 

In  1678,  at  the  peace  of  Nimeguen,  it  amounted 

to  -  7,107,128 

In  1697,  at  the  peace  of  Ryswick,  it  amounted 

to  -  -  8,545,309 

In  1713,  at  the  peace  of  Utrecht,  it  amounted 

to  -  ....  13,475,029 

In  1750,  at  the  peace  of  Aix-la-Chapelle,  it  a- 

motmted  to  -  .  „  - 
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In  1789,  at  the  commencement  of  the  French  Re- 
volution, it  amounted  to  1 4,94-8,822 
In  1791,  it  amounted  to  18,276,015* 
This  progression  would  have  been  a  good  deal  more  rapid, 
had  it  not  been  for  several  forced  reductions  of  the  interest,  or 
partial  bankruptcies. — The  first  of  these  took  place  in  1655,  dur- 
ing the  administration  of  the  famous  John  de  Witt,  when  the 
interest  of  the  public  debt  was  reduced  from  5  to  4  per  cent. 
In  1795,  upwards  of  Jive  millions  were  deducted  from  the  in- 
terest payable  by  the  province  of  Holland ;  but,  notwithstand- 
ing this  reduction,  it  became  necessary,  for  her  relief,  to  amalga- 
mate her  debts  with  those  of  the  other  provinces  in  1799,  when 
the  charge  on  account  of  their  aggregate  interest  amounted  to 
25,338,648  florins.  In  1804,  this  charge  had  increased  to 
Sl-,714,428  florins;  and,  in  despite  of  every  effort  to  meet  the 
growing  deficit  in  the  revenue,  by  the  imposition  of  taxes  both 
on  necessaries  and  capital,  a  fresh  bankruptcy  has  since  taken 
place  !  Such  have  been  the  effects  of  the  funding  system  in 
Holland  ,  and  such  too  will  be  its  effects  in  every  country  which, 
in  despite  of  this  awful  warning,  is  infatuated  enough  to  resort 
to  it  as  an  ordinary  means  of  defraying  war  expenditure  ! 

It  is  now  no  longer  a  question,  that  the  disordered  state  of  the 
finances,  caused  by  the  overgrown  amount  of  the  public  debt, 
was  the  immediate  cause  of  the  French  Revolution.  It  deserves, 
however,  to  be  observed,  that  the  celebrated  M.  Colbert  was 
quite  aware  of  the  danger  of  the  practice  of  funding,  and  made 
every  effort  in  his  power  to  prevent  its  introduction.  We  ex- 
tract the  following  account,  which  is  equally  curious  and  in- 
structive, of  the  way  in  which  Colbert's  efforts  were  defeated, 
from  an  exceedingly  valuable  Memoire  on  the  State  of  the  French 
Finances,  presented  to  the  Due  d' Orleans,  Regent  of  France,  in 
1717. 

'  M.  de  Louvois, '  says  the  author  of  the  Memoire,  '  comme 

*  tout  le  monde  le  scait,  n'etoit  pas  fache  de  voir  la  guerre.     Au 
'  commencement  de  celle  qui  fut  entreprise  en  1672,  il  fallut 

*  des  secours  extraordinaires. 

*  M.  Colbert  fit  quelques  traites  des  nouvelles  impositions  et 

*  des  augmentations  des  droits ;  ce  qui  excita  des  plaintes  dans 
c  le  public,  et  des  representations  meme  de  la  part  des  magistrats. 

*  M.  de  Louvois,  instruit  de  ces  difficultes,  alia  trouver  un 
c  des  premiers  magistrats,  le  premier  President  du  Parlement  de 
c  Paris,  homme  d'une  merite  distingue  et  d'une  probite  reconnue. 
'  II  lui  dit  qu'il  rendroit  un  service  essentiel  au  Roi,   en  lui  re- 
'  montrant  qu'au  lieu  de  ses  traites  (excises)  extraordinaires  que 

*  Metelerkamp  Statisque  de  la  Hollande,  p.  203. 
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leparlement  sefaisoit  tantdepeine  d'enregistrer,  et  qui  etoient 
si  insupportables  au'peuple,  il  etoitbien  plus  simple  et  plus  aise 
de  creer  des  rentes ;  qu'un  million  de  rentes  crees  produiroit 
tout  d'un  coup  vingt  millions,  et  que  ce  seroit  un  petit  objet  par 
rapport  aux  revenns  considerables  donl  jouissoit  sa  Majeste.  Ce 
magistrat  suivit  de  bonne  foi  1'avis  qui  lui  etoit  donne.  Le  Roi 
ravi  de  cet  expedient,  qui  lui  venoit  d'un  homme  si  approuve, 
dit  a  M.  Colbert  qu'il  n'y  avoit  qu'a  creer  des  rentes.  M.  Col- 
bert, qui  en  prevoyoit  les  suites  et  les  inconveniens,  voulut  a- 

*  vant  que  de  rcndre  1'Edit,  se  donner  la  satisfaction  de  parler  au 
f  premier  President.    II  lui  fit  sentir  les  consequences  du  conseil 

*  qu'il  avoit  donne  a  bonne  intention,  et  lui  dit  qu'il  repondroit 

*  devant  Dieu  du  prejudice  qu'il  causoit  a  1'etat,  et  du  mal  qu'il 

*  faisoit  au  peuple. ' — (Forbonnah  Recherches  sur  les  Finances  de 
la  France,  tome  VI.  p.  117.) 

The  family  of  Bourbon  and  the  French  nation  have  paid 
dearly  for  their  folly,  in  sacrificing  the  lasting  and  permanent 
advantages  that  would  have  resulted  from  following  the  system 
of  Colbert,  for  the  sake  of  the  delusive  and  momentary  relief 
afforded  by  the  plan  suggested  by  Louvois.  Had  the  former 
been  adopted,  France  would  have  avoided  the  disgraceful 
and  ruinously  destructive  bankruptcies  of  1715  and  1769;  and 
would  most  probably  have  been  preserved  from  the  Revolution, 
of  1789. 

Unfortunately,  however,  it  is  unnecessary  to  refer  either  to 
the  history  of  Holland  or  of  France,  for  a  demonstration  of  the 
ruinous  effects  of  the  funding  system.  It  has  been  hardly  less 
injurious  here.  With  the  exception  of  the  sum  of  664-,263/., 
being  the  compensation  given  to  the  merchants  and  others  who 
had  suffered  by  the  robbery  of  the  Exchequer  by  Charles  II, 
in  1672,  the  national  debt  of  Great  Britain  has  been  wholly 
contracted  since  the  era  of  the  Revolution.  At  the  commence- 
ment of  Queen  Anne's  reign,  in  1702,  the  principal  of  the  debt 
amounted  to  only  16,400,000/.,  and  the  interest  to  l,3iO,000/. 
At  the  accession  of  George  I.,  in  1713,  the  principal  amounted 
to  52,000,000^.,  and  the  interest  to  3,351,000/. ;  and  at  the  ac- 
cession of  George  1 1.,  in  1727,  the  principal  still  amounted  to> 
52,000,000/. ;  but,  in  consequence  of  measures  adopted  in  17J6, 
the  charge  on  account  of  interest  was  reduced  to  2,217,000/. 
Here  the  system  of  borrowing  ought  to  have  stopped  ;  but  thus 
far  it  was  certainly  justifiable.  The  Revolution  involved  us  in 
a  bloody  and  expensive  contest  with  Louis  XIV.,  who  espoused 
the  cause  of  the  exiled  family  of  Stuart,  and  exerted  himself 
to  reduce  the  people  of  Britain  to  the  same  state  of  abject  slav- 
ery to  their  legitimate  monarchs  to  which  his  less  powerful,  but 
equally  bigotted  and  unprincipled  successors  are  now  attempt^ 
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ing  to  reduce  the  Spaniards  !  But  the  danger  from  without, 
though  great  and  imminent,  was  inferior  to  the  danger  from 
within.  A  numerous  and  powerful  faction  were  favourable  to 
the  views  of  the  Pretender ;  and  the  imposition  of  such  an  ad- 
ditional load  of  taxes,  as  would  have  been  required  to  defray  the 
cost  of  the  war  it  was  necessary  to  wage  for  the  independence 
and  liberties  of  the  country,  would  have  afforded  the  Jacobites 
the  means  of  traducing  the  new  government,  of  inflaming  po- 
pular discontents,  and  spreading  disaffection,  and  most  probably 
of  overturning  the  revolutionary  establishment.  The  difficul- 
ties of  their  situation — res  dura  et  regni  novitas — justify  the  re- 
volutionary leaders  in  resorting  to  the  system  of  loans.  In 
point  of  fact,  they  had  no  other  resource.  The  contraction  of 
debt  was  then  really  not  a  matter  of  choice,  but  of  necessity. 
The  error  consisted  in  continuing  the  system  of  loans  after  the 
new  government  had  been  firmly  established,  and  after  that  ne- 
cessity, which  affords  a  complete  justification  of  those  who  first 
introduced  the  plan  of  borrowing,  had  entirely  ceased.  But 
although  the  ruinous  nature  of  the  Funding  System  was  very 
soon  exposed,  both  by  members  in  the  House  of  Commons, 
and  by  writers  of  considerable  ability  out  of  doors,  the  facilities 
which  it  presented  to  each  succeeding  administration,  of  meet- 
ing any  extraordinary  expense,  without  endangering  their  pa- 
pularity  by  the  imposition  of  equivalent  taxes,  secured  its  ascen- 
dancy. The  ministers  of  George  II.  and  George  III.  were  all 
bred  in  the  school  of  Louvois.  Sound  policy,  and  a  proper 
regard  for  the  public  welfare,  imperiously  required  of  them  to 
act  with  firmness  and  vigour ;  and  to  impose,  in  despite  of  the 
clamours  of  the  ignorant,  whatever  additional  taxes  might  have 
been  necessary  to  meet  any  extraordinary  expense.  But,  in- 
stead of  acting  in  this  manly,  open,  and  energetic  manner,  they 
resorted,  either  from  a  wish  to  conciliate  the  ephemeral  ap- 
plauses of  the  mob,  or  from  some  less  worthy  motive,  to  a  sys- 
tem of  deceit  and  delusion ;  which,  while  it  enabled  them  to  in- 
dulge in  a  course  of  wanton  and  prodigal  expenditure,  has  'en- 
tailed a  greater  permanent  annual  burden  on  the  country,  in 
time  of  peace,  than  would  have  been  required  to  carry  on  the 
most  expensive  war. 

We  have  already  observed,  that  the  principal  of  the  public 
debt  amounted,  in  1727,  at  the  accession  of  George  II.  to  fifty- 
two  millions,  and  the  interest  to  2,217,000/.  The  wars  of  1739 
and  1756  carried  the  principal  of  the  debt,  at  the  peace  of  Paris 
}n  1763,  three  years  posterior  to  the  accession  of  his  late  Ma- 
jesty, to  one  hundred  and  thirty-eight  millions,  and  the  interest 
to  4,852,05  It.  Since  then,  the  debt  has  increased  with  a  rapi- 
{lity  unparalleled  in  any  other  age  or  country.  The  attempt  to 
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enslave  the  American  colonists,  by  making  them  pay  taxes  im- 
posed without  their  consent,  added  above  one  hundred  and  twen- 
ty millions  to  the  public  debt — and  the  crusade,  in  favour  of 
the  Bourbons  of  France,  has  added  to  it  upwards  of  six  HUN- 
DRED MILLIONS  more  !  The  following  statement  exhibits  the 
progress  of  the  public  debt  since  the  peace  of  Paris  in  1 763 : — 

Principal.  Interest. 

Debt  at  peace  of  Paris  in  1763,  -  L.138,865,430  L.4,852,05I 
Paid  during  peace,  -  -  10,281,795  380,480 


Debt  at  the  commencement  of  the  Ame- 
rican war  in  1775,  128,583,635  4,471,571 

Debt  contracted  during  the  American 

war,  ....  121,267,993  4,980,201 


Debt  at  the  close  of  the   American 

war,  -  249,851,623 

Paid  during  peace  from  1784  to  1793,        10,501,380 


9,451,772 
243,277 


Debt  at  the  commencement  of  the  An- 

tijacobin  war  of  1793,  239,350,148        9,208,495 

Debt  contracted  during  the  Antijaco- 

bin  or  Bourbon  restoration  war,      -      608,932,329      24,645,971 


Total  amount  of  the  unredeemed,  fund- 
ed, and  unfunded  debt,  on  the  5th  of 
January  1817,  -  -  L.848,282,477  L.33,854,466 

The  following  is  an  account  of  the  amount  of  the  unredeemed, 
funded,  and  unfunded  debt,  of  the  total  charge  for  both  on  ac- 
count of  interest,  expenses  of  management,  &c.  in  each  year, 
from  1816  to  1823:— 


Years  end- 
ing 5th  Ja- 
nuary. 

Total  unredeemed 
Funded  Debt. 

Total  Unfunded 
Debt. 

Total   Charge  on 
account  of  both. 

1818 
1819 
1820 
1821 
1822 
1823 

L.776,742,403 
791,867,313 
794,986,481 
801,565,310 
795,312,767 
796,530,145 

L.66,772,364 
53,095,008 
48,408,323 
40,860,481 
41,477,789 
41,485,770 

L,31,266,601 
31,351,751 
30,792,025 
31,252,612 
31,966,079 
30,921,494* 

*  This  is  the  total  charge  as  given  in  the  Finance  Accounts  for 
1822  (p.  19),  for  the  debt  during  the  year  ending  5th  January  1823. 
But  the  charge  for  the  debt  as  it  stood  on  the  5th  January  1823,  a- 
mounted  to  upwards  of  32  millions ;  and  this  because  new  debt, 
bearing  an  interest  of  3,251,687^.  was  created  in  1822,  while  the 
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But  the  main  object  of  our  investigation  is  not  so  much  to 
show  the  rapid  and  appalling  increase  of  the  public  debt,  as  to 
show  the  absolute  waste  of  the  national  resources,  occasioned 
by  the  Funding  System.  And  that,  in  exhibiting  its  practical 
operation,  we  may  not  be  accused  of  laying  any  stress  on  colla- 
teral or  doubtful  topics,  we  shall  preface  our  inquiries  into  the 
operation  of  the  Funding  System,  during  the  late  war,  by  a 
very  large  admission  indeed : — We  shall  suppose,  and  even  the 
Laureate  would  not  require  us  to  do  more,  that  the  late  war 
was  not  only  what  its  advocates  called  it,  '  just  and  necessary, ' 
but  that  it  was  also  conducted  in  the  most  frugal  and  parsimo- 
nious manner :  We  shall  suppose  that  no  subsidies  were  use- 
lessly granted  to  foreign  powers  ;  that  there  was  no  jobbing  ei- 
ther in  the  commissariat  or  any  other  department ;  no  wanton 
expenditure  in  barracks  and  other  buildings ;  no  unnecessary 
changes  in  the  dress  and  equipment  of  the  troops,  but  that  every 
thing  was  conducted  in  as  laudable  a  spirit  of  economy  as  it 
could  have  been,  had  the  proceedings  of  ministers  and  their 
agents  been  controlled  by  a, committee  of  Dutch  burgomasters  ! 
And,  after  allowing  all  this,  we  shall  show,  that,  by  raising  the 
supplies  within  the  year,  the  country  could  have  defrayed  the 
tame  amount  of  expenditure  for  QNE  HUNDRED  AND  FORTY-SIX 
MILLIONS  less  than  it  actually  cost  under  the  Funding  System  ,- 
while  we  should  also  have  accumulated  about  ONE  HUNDRED  MILT 
LIONS  of  capital,  in  addition  to  the  accumulations  that  have  real- 
ly been  made,  by  the  more  powerful  spirit  of  industry  and  econo- 
my that  would  have  been  generated  by  directly  burdening  each  in~* 
dividual  with  his  full  share  of  the  expenses  of  the  war. 

This  result  is  deduced  from  the  statements  in  the  following 
Tables,  which  we  have  drawn  up  either  from  the  official  ac- 
counts published  by  order  of  the  House  of  Commons,  or  from 
those  in  the  Journal  Office,  and  on  the  accuracy  of  which  our 
readers  may  place  every  reliance. — DUT  See  TABLE,  No.  L] 

This  Table  is  most  important.  The  first  column  contains  a 
statement  of  the  total  charge  on  account  of  the  unredeemed  fund- 
ed and  unfunded  debt,  as  it  stood  on  the  5th  January  1793,  and 
as  it  would  have  stood  on  the  5th  January  each  succeeding  year 
to  1816  inclusive,  had  no  addition  been  made  to  it.  We  have 
included  1816;  for  though  the  war  ended  in  1815,  the  financial 
operations  occasioned  by  it  were  not  concluded  till  1816.  The  re- 
ductions are  occasioned  by  the  falling  in  of  annuities,  &c. :  The 

second 

debt  paid  off  in  that  year  only  bore  an  interest  of  1, 902,2401.  17s. ; 
and  hence  it  is  obvious,  that  the  charge  for  the  debt  this  year  'will  be 
considerably  greater  than  it  has  been  in  any  year  since  1817{^—(&9 
Finance  Accounts  for  1822,  p.  157.) 
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second  column  contains  a  statement  of  the  total  amount  of  all 
the  various  expenses  of  the  state  on  account  of  the  war,  inter- 
nal government,  colonies,  and  every  other  article  of  expense,  ex- 
clusive of  the  debt  from  1793  to  1816,  both  inclusive:  The 
third  column  consists  of  the  first  and  second  added  together, 
and,  consequently,  shows  the  sums  which  it  would  have  been 
necessary  to  have  raised  within  the  year,  to  have  defrayed  the 
entire  expenses  of  the  war,  and  to  have  avoided  the  contraction 
of  new  debt  since  1793  :  'The  fourth  column  shows  the  amount 
of  the  nett  revenue  actually  received  by  Government :  and  the 
fifth  and  sixth  columns  show  when  there  was  an  excess  of  ex- 
penditure over  income,  and  an  excess  of  income  over  expendi- 
ture. 

Now,  it  appears,  from  this  Table,  that  the  total  expenditure 
on  account  of  the  internal  government  of  the  country,  the  war, 
the  colonies,  and  the  debt  contracted  previously  to  1793,  from 
1793  to  1816,  WAS  ONLY  114,086j272/.  GREATER  THAN  THE 

EEVENUE    ACTUALLY    RECEIVED    FROM    TAXATION    DURING    THE 

SAME  PERIOD  \  It  farther  appears,  that  this  deficit  entirely  took 
place  in  the  first  ten  years  of  the  war ;  and  that  the  revenue, 
.subsequently  to  1802,  would  have  been  more  than  sufficient  to  have 
defrayed  the  whole  expenditure,  had  it  not  been  for  the  charges 
on  account  of  the  loans  contracted  between  1792  and  1803  ! 

These  statements  will  certainly  appear  a  good  deal  extraor- 
dinary to  the  admirers  of  the  Funding  System ;  but  we  defy 
all  the  clerks  of  the  Treasury  to  show  that  they  involve  any  ma- 
terial error.  It  is  impossible  to  controvert  the  fact,  that,  had 
the  comparatively  small  additional  sum  of  114,086,272/.  been 
raised  by  taxes  within  the  first  ten  years  of  the  war,  the  charge 
on  account  of  the  unredeemed  debt  would  not,  at  this  moment, 
have  amounted  to  eight  millions,  whereas  it  actually  exceeds 
thirty  millions ;  and  the  whole  taxation  of  the  country  would 
riot  have  amounted  to  upwards  of  twenty  or  twenty-four  mil- 
lions, instead  of  reaching  to  nearly  three  times  that  amount,  or 
to  sixty  millions  ! 

We  should,  however,  convey  a  false  impression  to  our  read- 
ers, if  we  made  them  suppose,  that  all  the  immense  sums  that 
were  borrowed  during  the  war,  exclusive  of  114-,086,272/.,  were 
absolutely  and  entirely  lost.  Wasteful  and  destructive  as  the 
Funding  System  unquestionably  is,  it  is  not  quite  so  bad  as 
this.  By  not  taking  the  114?,086,272/.  from  the  people,  it  was 
Jeft  to  them  to  be  used  as  a  capital  to  produce  additional  wealth ; 
#nd  as  we  suppose  that  they  could  have  lived  without  this  capi- 
tal, had  it  been  taken  from  them  by  taxes,  we  shall  suppose  that 
accumulated  it  at  compound  interest  during  the  whole  pe- 
riod 
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No.  III.  Account  of  Loans  contracted  in  each  year  from  1793  to  1816  both 
inclusive  ;  of  the  total  charge  on  account  of  these  Loans  ;  of  the  portions  ol 
them  paid  to  the  Commissioners  of  the  Sinking  Fund ;  and  of  the  amount  Q\ 
the  Dividends  on  the  Stock  purchased  by  said  Commissioners. — (From  the 
Parliamentary  paper,  No.  145.  Sess.  1822.) 


Years  end- 
ing 1st  Feb. 

Amount  of  Loans 
contracted  in  each 
Year. 

Total  Annual 
Charge  of  Dividends 
and  Annuities 
on  such  loans. 

Account  of  Ike 
portions  oftheLoans 
paid  to  the  Commis- 
sioners  of   Sinking 
Fund. 

Amount  of  the  Di- 
vidends on  the  Stock 
purchased  by  the 
Commissioners. 

L.                S.    D. 

L.                  S.    D. 

L.               S.     D. 

L.            S.    ». 

1794. 

4,500,000     0     0 

187,500     0     0 

1,630,615     1     4 

65,232     3     0 

1795. 

12,907,451      2     2 

599,117   18   11| 

1,872,200     4     2 

84,148     7     0 

1796. 

42,090,646     3     2 

2,132,368   17   10 

2,143,595   16     1 

97,573  13     0 

1797. 

42,756,196     2     0 

2,274,528     4     8£ 

2,639,724     9     5 

151,720     2     0 

1798. 

14,620,000     0     0 

935,579     0     0 

5,361,752  11     3 

201,484  11      9$ 

1799. 

18,000,000     0     0 

1,105,602   10     0 

3,984,252  13     2 

255,745     5     4| 

1800. 

12,500,000     0     0 

656,250     0     0 

4,288,208    15     0 

216,640     2     9{ 

1801. 

18,500,000     0     0 

871,350     0     0 

4,620,479     1     7 

219,450     1     2* 

1802. 

34,410,450     0     0 

1,775,530  10     44 

5,117,723     2     2 

249,593  12     4| 

1803. 

23,000,000     0     0 

910,541     5     0" 

5,685,542     6     6 

246,256  12     7 

1804. 

10,000,000     0     0 

512,083     6     8 

6,018,179     8     9 

315,817     5     9f 

1805. 

11,526,699     6     3 

654,631    12     3i 

6,521,394     7     2 

344,710  15     2i 

1806. 

20,000,000     0     0 

1,052,000     0     0 

7,181,482     3     3 

367,021    18     4f 

1807. 

18,000,000     0     0 

896,400     0     0 

7,829,588    19     5 

384,212     2     0 

1808. 

12,200,000   o    o 

577,060     0     0 

8,908,673   17     3 

425,142     4     2^ 

1809. 

12,000,000     0     0 

587,743  13     6 

9,555,853     9     1 

435,757   14     4§ 

1810. 

19,532,100     0     0 

947,312     4     3 

10,170,104  15     9 

453,923     2     7 

1811. 

16,311,000     0     0 

765,955     7     6 

10,813,016   15     9 

481,442  16     4j£ 

1812. 

24,000,000     0     0 

1,191,735   11     6f 

11,545,881     3     7 

544,417     7     0 

1813. 

27,871,325     0     0 

1,486,271    11     0 

12,459,631    19     5 

653,253     5     2* 

1814. 

58,763.100     0"     0 

3,230,599   18     4f 

14,181,006     5     4 

723,626     0     2j 

1815. 

18,500,000     0     0 

851,832   18     0 

12,748,231    12     3 

574,490  10     4J 

1816. 

45,135,589     3     6 

2,577^20     2     9| 

11,902,051      2     8 

608,402   18     9| 

1817. 

3,000,000     0     0 

90,000     0     0 

11,491,670     2     6 

555,536  15     7 

Total        520,124,556   17     1 

26,849,814  12     9| 

176,648,860     2     8 

8,595,597     5     2$ 

Sums    raised 

3y  funding  on 

account       of 

Ireland        in 

Great  Britain 

during  the  a- 

bove       men- 
tioned years, 

64,750,000     0     0 

3,324,549  11     8 

11,873,489   16   10 

572,635     7     5* 

the     interest 
and  othercha- 

584,874,556   17      1 

50,174,364     4     5| 

188,522,349  19     6 

9,168,232  12     8 

rges   on     ac- 

188,522,549   19     6 

9,168,232   12     8 

co  ufltofw  h  i  cli 

were  all  paid 

396,352,206   17     7 

21,006,131    11     9|  Amount  of  loans,  and  of  the  interest 

out  of  the  re- 
venues of  thi? 

payable  on  them,   raised  to  defray  war  expenditure  in  the  period  from  1793  to 
1816,  both  inclusive. 

country 
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riod  of  the  war,  and  shall  compare  it,  when  so  accumulated, 
with  the  debt  contracted  during  the  same  period.  *  This  is 
setting  the  question  in  the  most  favourable  point  of  view  in 
which  it  can  possibly  be  set  for  the  Funding  System.  The  cal- 
culations are  made  in  the  following  table.  The  balances  of  ex- 
cess of  expenditure,  and  excess  of  income,  as  given  in  the  first 
Table,  are  here  accumulated  at  compound  interest  at  five  per 
cent;  and,  by  deducting  the  one  from  the  other,  we  shall  ob- 
tain the  real  sum  to  be  compared  with  the  amount  of  the  loans 
made  during  the  war,  to  show  the  actual  loss  or  profit  of  the 
Funding  System. — [HIT  See  TABLE,  No.  II.] 

The  difference  between  these  two  sums,  or  283,4-73,958/.,  is 
the  whole  amount  of  the  capitals  which  the  adoption  of  the 
Funding  System  left  in  the  pockets  of  the  public,  over  what 
would  have  been  taken  out  of  them,  had  the  supplies  been  rais- 
ed within  the  year,  and  also  of  their  accumulations  at  five  per 
cent,  compound  interest.  And  hence,  if  the  loans  contracted 
during  the  war  amount  to  more  than  283,4-73,958^.,  the  excess^ 
whatever  it  may  be,  is  just  so  much  capital  lost  or  destroyed  by 
the  Funding  system  ;  while,  on  the  other  hand,  if  the  loans 
contracted  during  the  war  amount  to  less  than  283,473,958/., 
the  dejicit  will  be  so  much  saved  or  gained  by  it.  Let  us, 
therefore,  proceed  to  ascertain  the  actual  amount  of  the  loans. — 
[<y  See  TABLE,  No.  III.] 

Now,  it  is  seen  from  this  Table,  which  is  nothing  more  than 
an  abstract  of  the  Parliamentary  paper,  No.  145,  Sess.  1822, 
that  584?,874>,556/.  17s.  Id.,  were  borrowed  in  the  period  from 
1793  to  1817,  at  an  annual  charge  to  the  public  of  30,174-,364-/. 
4s.  5|d. ;  but,  of  this  sum,  .188,522,349/.  19s.  6d.  were  trans- 
ferred to  the  Commissioners  of  the  Sinking  Fund,  with  which 
they  purchased  stock  yielding  9, 168,232/.  12s.  8d.  a  year.  These 
sums  being  deducted  from  the  former,  we  get  396,352,206^. 
17».  7d.  as  the  amount  of  the,  sums  really  borrowed  to  defray 
the  expenses  of  the  late  war,  at  an  annual  charge  of  2 1,006, 13 1/. 
11s.  9jd.,  exclusive  of  an  increased  issue  of  Exchequer  bills  to 

*  The  Resolutions  submitted  to  the  House  of  Commons  by  Mr 
Hume,  on  the  25th  July  1822,  do  not  take  this  principle  into 
view,  and,  therefore,  represent  the  loss  occasioned  by  the  Funding 
System  as  considerably  greater  than  it  really  was.  But  with  this, 
and  one  other  exception,  which  is  of  no  great  moment  (33d  Resolu- 
tion), Mr  H.'s  Resolutions  are  accurate  and  extremely  valuable.  They 
contain  a  great  mass  of  well-authenticated  and  precise  information 
respecting  the  shameful  prodigality  and  ignorance  displayed  in  the 
management  of  our  financial  affairs  during  the  late  war,  and  since. 
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the  amount  of  33,289, 300/.,  *  making  together  a  principal  sum 
of  4-29,64- 1,5067.  17s.  7d. 

But  we  have  already  seen,  that  the  entire  amount  of  the  sums 
which  the  adoption  of  the  funding  system  left  in  the  pockets  of 
the  public,  over  what  would  have  been  taken  out  of  them  had 
the  supplies  been  raised  within  the  year,  and  their  accumu- 
lations at  5  per  cent.,  compound  interest,  only  amounted  to 
283,4'73,95S/. ;  and  this  sum  being  deducted  from  the  sum  of 
429j64>J,5()7/.,  raised  by  funding  and  issuing  Exchequer  bills, 
leaves  a  balance  of  ONE  HUNDRED  AND  FORTY-SIX  MILLIONS, 

ONE  HUNDRED  AND  SIXTY-SEVEN  THOUSAND,  FIVE  HUNDRED 
AND  FORTY-NINE  TOUNDS  STERLING,  *®Mch  ZS  the  nett  amOWlt  qf 

ilic  immediate,  and  direct  dead  loss  the  public  has  sustained  byfiiml- 
2?ig  during  the  late  war  ' 

We  should  mistake,  however,  if  we  supposed  that  this  sum 
of  14-6  millions,  vast  as  it  most  certainly  is,  measured  the 
whole  of  the  loss  occasioned  to  the  country  by  the  loans  con- 
tracted during  the  war.  We  have  already  shown,  that  it  is  im- 
possible to  adopt  the  plan  for  raising  the  supplies  within  the 
year,  without  giving  additional  force  and  energy  to  the  spirit 
of  industry  and  parsimony.  We  must,  therefore,  in  estimating 
the  effects  of  the  Funding  System,  take  into  view  its  influence 
in  checking  the  operation  of  this  principle  of  accumulation. 
Here  we  have  only  conjecture  to  guide  us ;  but  we  do  not  think 
that  we  shall  in  any  respect  exaggerate  if  we  suppose,  that,  ex- 
clusively of  the  direct  loss  occasioned  by  it  during  the  war,  the 
Funding  System  has  indirectly,  but  effectually,  onerated  to  pre- 
vent the  accumulation  of  100  millions  of  capital,  which  would 
have  been  accumulated  had  the  plan  for  raising  the  supplies  within 
the  year  been  adopted.  This  sum  may  be  a  trifle  too  much  or  too 
little  either  on  the  one  side  or  the  other,  but  we  do  not  believe 
that  it  is  very  wide  of  the  mark.  At  all  events,  however,  it  is  cer- 
tain, that,  had  the  supplies  for  the  late  war  been  raised  within  the 
year,  the  country  would  have  avoided  the  total  loss  and  de- 
struction of  ONE  HUNDRED  AND  FORTY-SIX  MILLIONS  of  Capital, 

capable  of  producing  a  future  interminable  annual  revenue 
of  7,3005000/. ;  and  as  each  person  would  have  been  desirous  to 
free  himself  from  whatever  encumbrances  he  might  have  con- 
tracted in  defraying  his  share  of  the  public  expenditure,  a  prin- 
ciple of  increased  exertion  and  economy  would  have  been  in 

*  Amount  of  Exchequer  bills  on  the  5th  of  January 

1817  -  -  -  L.  4-4,650,300 

Do.  do.  5th  January  1793  -  -          •          11,361,000 


Excess          -          *  *  L.  33,289,300 
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operation  from  the  commencement  of  the  war,  which  would  ei- 
ther now,  or  at  no  distant  period,  have  repaired  all  its  losses ; 
while  our  taxation  would  not,  at  this  moment,  have  exceeded 
20  or  24  millions  ! 

This  inquiry  into  the  practical  and  real  effects  of  the  Fund- 
ing System  during  the  late  war,  has  confirmed  all  our  general 
conclusions,  and  placed  them  beyond  the  reach  of  cavil  and 
dispute.  We  said,  that  it  was  a  wasteful  and  a  destructive  sys- 
tem; and  the  loss  of  146  millions,  and  the  check  given  to  the 
operation  of  the  principle  of  increased  exertion  and  economy, 
shows  that  it  is  so  to  a  degree  that  was  hardly  conceivable. 

We  have  not  entered  into  this  investigation  for  the  purpose 
of  fruitlessly  bewailing  past  errors,  or  of  showing  what  the  coun- 
try might  have  gained  by  the  adoption  of  a  different  system. 
Our  object  has  been,  to  open  the  eyes  of  the  public  to  the  real 
nature  of  the  Funding  System ;  to  strip  off  the  disguises  with 
which  its  mischievous  qualities  have  been  veiled  ;  and  to  demon- 
strate the  advantage  that  would  arise  from  raising  the  supplies 
within  the  year,  in  the  event  of  our  being  again  engaged  in  hos- 
tilities. If  we  are  ordinarily  wise,  we  will  for  ever  abjure  the 
delusive  and  prodigal  resourse  of  loans.  The  only  really  sound 
system  of  policy  is,  '  to  meet  our  difficulties  as  they  arise,  and 

*  keep  our  estates  free  from  permanent  encumbrances,  of  the 

*  weight  of  which  we  are  never  truly  sensible,   till  we  are  in- 

*  volved  in  them  past  remedy. '     (Art.  Funding  System,  Suppl. 
to  Encyclop.  Britannica.} 

But  to  render  our  views  of  the  Funding  System  complete, 
and  to  facilitate  the  acquisition  of  correct  views  with  respect  to 
the  financial  state  of  the  country,  and  the  operations  of  minis- 
ters, it  is  necessary  that  we  should  make  a  few  observations  on 
the  Sinking  Fund  System.  We  shall  endeavour  to  be  as  brief 
as  possible. 

The  plan  for  the  gradual  extinction  of  the  National  Debt,  by 
consolidating  the  various  surpluses  of  revenue  arising  from  the 
reduction  of  interest  and  other  sources,  into  a  SINKING  FUND, 
to  be  constantly  applied  to  purchase  stock,  was  first  proposed 
by  Earl  Stanhope,  and  adopted  by  Sir  Robert  Walpole,  so 
early  as  1716;  and  its  advantages,  from  its  being  supposed  to 
operate  at  compound  interest,  are  very  fully  detailed  and  dis- 
tinctly pointed  out,  in  an  elaborate  tract  on  the  Public  Debts 
of  the  Kingdom,  ascribed  to  Sir  Nathaniel  Gould,  M.P.,  and 
published  in  1726.  The  act  establishing  the  Sinking  Fund  de- 
clared, that  the  various  surpluses  of  which  it  consisted,  '  shall 
'  be  appropriated,  reserved,  and  employed,  to  and  for  the  r/z's- 
«  charge  of  the  principal  and  interest  of  such  national  debts  and 
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*  encumbrances  as  were  incurred  before  the  QSth  December  171G, 

*  and  to  and  for  no  other  use,   intent,   or  purpose  whatsoever. ' 
But,  in  despite  of  this  clear  and  explicit  enactment,  the  Sinking- 
Fund  was  very  soon   perverted   from  its  original  destination. 
Several  disguised  encroachments  had  been  made  in  the  interval 
between  1727  and  1732;   but  the  first  open   and  avowed  en- 
croachment was  made  in  1733.     In  1732,  the  land-tax  had  been 
reduced  to  Is.  in  the  pound  ;  and  in  order  to  supply  the  defi- 
ciency of  revenue  that  had  been  thus  occasioned,  half  a  million 
had  been  borrowed,  and  the  interest  charged  to  the  salt- tax, 
which  was  now  revived,  after  being  abolished  only  two  years 
before.     In  the  following  year,  it  became  necessary  to  raise  an 
additional  500,000^.,  and  Sir  Robert  Walpole  moved  that  it 
should  be  taken  from  the  Sinking  Fund  ;  adding,  that  if  this 

Eroposal  were  objected  to,  he  should  be  obliged  to  increase  the 
ind-tax  from   1  s.  to  2s.  in  the  pound.     The  motion  was,  of 
course,  carried  by  a  very  great  majority ;  and  in  1735  and  1736, 
the  entire  produce  of  the  Fund  was  anticipated  and  mortgaged  ! 
The  Authors  of  the  History  and  Proceedings  of  the  House  of 
Lords,  in  giving  an  account  of  this  alienation,  judiciously  ob- 
serve, '  When  any  additional  tax  is  imposed,  the  public  feel 
the  weight  of  the  annual  public  expense.     This  puts  them 
upon  inquiring  into  the  necessity  of  that  expense ;  and  when 
they  can  see  no  necessity  for  it,  they  murmur,  and  those  mur- 
murs become  dangerous  to  the  minister.     Whereas,  no  man 
feels  what  is  taken  from  the  Sinking  Fund ;  therefore,  no  man 
inquires  into  the  necessity  of  that  expense  which  occasions 
its  being  plundered  ;  and  for  this  reason,  it  will  be  always  look- 
ed upon  by  ministers  as  a  fund  which  they  may  squander  with 
safety.'     (Vol.  IV.  p.  511.) 

Dr  Price  laments  this  perversion  in  the  most  piteous  terms. 
Thus,'  says  he,  «  after  an  existence  of  a  few  years,   expired 
the  Sinking  Fund,  that  sacred  blessing — once  the  nation's 
only  hope — prematurely  and  cruelly  destroyed  by  its  own  pa- 
rent.    Could  it  have  escaped  the  hands  of  violence,   it  would 
have  made  us  the  envy  and  terror  of  the  world,  by  leaving  us 
at  this  time,  not  only  tax  free,  but  in  possession  of  a  treasure, 
greater,  perhaps,  than  ever  was  enjoyed  by  any  kingdom. ' 
But  although  Dr  Price  is  perfectly  right  in   censuring  Sir 
Robert  Walpole  for  not  imposing  additional  taxes  to  meet  the 
deficiency  in  the  disposable  revenue,  he  is  totally  wrong  in  his 
estimate  of  the  effects  of  a  Sinking  Fund.     The  truth  is,  that 
no  Sinking  Fund,  even  though  it  consisted  of  a  clear  surplus 
revenue,  ever  really  operates  at  compound  interest.     Suppose, 
to  illustrate  this  position,  that  there  is  a  million  of  surplus  cash 
in  the  Treasury,  which  is  to  be  formed  into  a  Sinking  Fund : 
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In  the  first  place,  the  commissioners  for  managing  this  fund 
would  purchase  a  million's  worth  of  stock,  and  would  receive,  at 
the  end  of  the  year,  the  dividend  or  interest  on  this  stock,  which 
had  previously  been  paid  to  the  public  creditor  :  If  this  dividend 
were  50,000/.,  the  commissioners  would  purchase  additional 
stock  with  it ;  in  consequence,  they  would,  at  the  end  of  the 
second  year,  have  52,500/.  to  invest  in  a  new  purchase;  at  the 
end  of  the  third  year,  this  sum  would  be  increased  to  55,I25/., 
and  so  on.  Now,  this  is  what  Sir  Nathaniel  Gould,  Dr  Price, 
fcg.d  Mr  Pitt,  call  paying  off  the  public  debt  by  a  Sinking  Fund 
Operating  at  compound  interest.  It  is  obvious,  however,  that 
there  is  really  no  such  thing  as  a  fund  producing  money,  by  its 
own  agency,  to  pay  off  debt ;  and  that  whatever  diminution  is 
effected  in  the  amount  of  the  public  debt,  is  effected  by  apply- 
ing a  portion  of  the  produce  of  taxation  to  its  extinction.  The 
dividends  which  come  into  the  hands  of  the  commissioners,  and 
which  alone  enable  them  to  purchase  additional  quantities  of 
stock,  are  all  obtained  from  the  tax-gatherer,  and  must,  there- 
fore, have  been  produced  by  the  industry  of  the  people.  It  is 
true,  that  by  constantly  applying  the  same  amount  of  revenue 
to  the  extinction  of  a  given  amount  of  debt,  its  reduction  is 
effected  in  the  same  way  as  if  the  original  surplus,  placed  in  the 
hands  of  the  commissioners,  had  been  actually  increasing,  by  an 
inherent  energy  of  its  own,  at  compound  interest ;  but  it  is  es- 
sential to  know,  that  though  the  modes  of  operation  be  the 
same,  the  means  are  totally  different.  The  debt  is  reduced,  be- 
cause a  portion  of  the  taxes  have  been  applied  to  pay  it  off; 
but  it  is  not,  and  it  is  utterly  impossible  that  it  can  eve?  be,  re- 
duced by  the  mere  operation  of  a  fund  increasing  at  compound 
interest.  To  make  capital  increase  at  compound  interest,  it 
must  be  employed  in  some  sort  of  productive  industry  ;  and  the 
profits,  instead  of  being  consumed  as  income,  must  be  regularly 
added  to  the  principal,  to  form  a  new  capital.  It  is  unneces- 
sary to  say,  that  no  such  Sinking  Fund  has  ever  existed.  Those 
that  have  been  set  on  foot  in  this  and  other  countries,  have  all 
been  supported  either  by  loans  or  by  the  produce  of  taxes,  and 
have  never  paid  off  a  single  shilling  of  debt  by  their  own  agen- 
cy. We  are  not,  however,  to  consider  this  notion  of  the  won- 
der-working effects  of  Sinking  Funds,  as  being  only  a  mere 
harmless  delusion  ;  for,  so  far  from  this,  there  can  be  no  ques- 
tion that  it  has,  by  making  the  people  believe  that  the  greatest 
amount  of  debt  might  be  defrayed  without  loss  to  any  one  by 
certain  mystical  operations,  been  one  of  the  principal  causes  of 
the  ruinous  extension  of  the  Funding  System. 

Delusive  and  absurd,  however,  as  his  notions  with  respect  to 
the  effect  of  sinking  funds  operating  at  compound  interest  ccr- 

VOL.  xxxix.  NO.  77.  C 


34  Funding  System — British  Finances.  Oct. 

tairily  were,  the  writings  of  Dr  Price  gave  them  the  greatest 
currency;  and,  coupled  with  some  visionary  calculations  he  had 
made  respecting  the  number  of  globes  of  gold  to  which  a  penny 
laid  out  at  compound  interest  at  the  birth  of  Jesus  Christ  would 
have  amounted  in  1772,  completed  the  delusion.  The  most  in- 
telligent men  in  the  country  were  made  to  believe,  that  the 
public  debt  might  be  diminished,  notwithstanding  the  contrac- 
tion of  new  loans,  by  the  operation  of  a  sinking  fund  ;  that 
war,  while  such  a  scheme  was  going  on,  would  increase  its 
eflicacy ;  and  that  any  suspension  of  it  then,  would  be  the 
madness  of  giving  it  a  mortal  stab,  at  the  very  time  it  was 
making  the  quickest  progress  towards  the  accomplishment  of  its 
end.'  *  Mr  Pitt's  famous  Sinking  Fund  of  1786  was  entirely 
founded  on  the  principles  and  calculations  of  Dr  Price.  To 
constitute  this  fund,  one  million  per  annum  was  appropriated  by 
Parliament,  which  was  to  be  allowed  to  accumulate  at  com- 
pound interest,  by  the  addition  of  the  dividends  on  the  stock 
which  it  purchased.  In  1792  some  farther  additions  were  made 
to  this  fund ;  and  it  was  also  enacted,  that  besides  providing  for 
the  interest  of  any  loan  that  might  henceforth  be  contracted, 
additional  taxes  should  be  imposed  to  form  a  sinking  fund  of 
one  per  cent,  on  the  capital  stock  created  by  such  loan.  As 
there  was  a  considerable  excess  of  revenue  in  the  period  from 
17S6  to  1793,  the  debt  was  reduced  by  about  10£  millions,  and 
this  reduction  was  ascribed  to  the  effect  of  the  Sinking  Fund 
operating  at  compound  interest,  though  it  is  plain  it  entirely 
resulted  from  the  application  of  surplus  revenue  to  the  purchase 
of  stock.  Subsequently  to  the  commencement  of  the  late  Bour- 
bon restoration  war,  the  income  of  the  country  uniformly  fell 
greatly  short  of  the  expenditure,  and  the  debt  rapidly  increased. 
But  although  there  was  no  annual  million  in  the  Treasury  to 
transfer  to  the  Commissioners,  the  juggle  of  the  sinking  fund 
was,  notwithstanding,  kept  up.  The  loans  for  the  service  of 
the  year  were  uniformly  increased,  by  the  'whole  amount  of  the 
sums  placed  at  the  disposal  of  the  Sinking  Fund  Commis- 
sioners; so  that,  for  every  shilling's  worth  of  stock  transferred  to 
them  by  this  futile  proceeding,  an  equal  amount  of  NEW  DEBT 
had  to  be  contracted,  exclusive  of  the  loss  incurred  on  account 
of  the  expense  of  management ! 

And  yet  this  clumsy  compound  of  delusion  and  quackery 
was  lauded  by  all  parties.  The  opposition  vied  with  the  mi- 
nistry in  celebrating  its  praises.  The  Sinking  Fund  was  uni- 
versally considered  as  the  great  bulwark  of  the  country ;  and 
so  lasting  and  powerful  was  the  infatuation,  that  after  fourteen 

*  Price's  Appeal  to  the  Public  on  the  subject  of  the  National 
Debt,  p.  17. 
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years'   experience  of  its  absolute  nullity,  when   Lord  Henry 
Petty,  now   Marquis  of  Lansdowne,    introduced   his   plan  of 
finance  in  1807,  it  contained  a  system  of  checks  to  prevent  the 
evils  likely  to  result  from  allowing  the  Sinking  Fund  to  accu- 
mulate without  any  limit,  and  deluging  the  country  with  a  flood 
of  wealth,   by  *  a  too  prompt  discharge  of  the  public  debt !  ' 
We  doubt  whether  the  history  of  the  world  can  furnish  another 
instance  of  so  extraordinary  a  delusion.      Had   the    Sinking 
Fund  involved  any  mysterious  or  unintelligible  dogmas, — had  it 
addressed  itself  to  popular  feelings  and  passions, — or  had  the 
notion  of  its  efficacy  originated  with  the  mob,  the  prevalence  of 
the  delusion  would  have  been  less  unaccountable.     But  the  Sink- 
ing Fund  was  from  the  first  a  matter  of  pure  calculation  ;  it  was 
projected  by  some  of  the  best  informed  persons  in  the  country, 
who  continued  for  upwards  of  twenty  years  to  believe,  that  they 
were  rapidly  diminishing  the  public  debt  by  the  agency  of  a  Sink- 
ing Fund,  which  was  all  the  while  kept  on  root  by  borrowed  money! 
Dr  Hamilton  has  the  merit  of  having  dissipated  this  delusion — • 
the  grossest,  certainly,  by  which  any  people  have  ever  suffered 
themselves  to  be  blinded  and  deceived.     He  showed  that  the 
Sinking  Fund,  instead  of  reducing  the  debt,  had  really  been 
the  means  of  increasing  it :  And  he  proved  to  demonstration, 
that  the  excess  of  revenue  above  expenditure  is  the  only  real  Sink- 
ing Fund  by  which  the  public  debt  can  be  discharged.     6  The  in- 
crease of  revenue, '  he  observes,  '  or  the  diminution  of  ex- 
pense, are  the  only  means  by  which  this  Sinking  Fund  can 
be  enlarged,  and  its  operations  rendered  more  effectual ;  and 
all  schemes  for  discharging  the  National  Debt*  by  Sinking 
Funds  operating  at  compound  interest,  or  in  any  other  man- 
ner, unless  in  so  far  as  they  are  founded  upon  this  principle, 
are  completely  illusory. ' 

We  have  already  seen,  that  the  portion  of  the  loans  trans- 
ferred to  the  Sinking  Fund  Commissioners  in  the  interval  be- 
tween 1793  and  1817,  amounted  to  188,522,350^.,  and  the  ex- 
pense of  the  office  of  the  Commissioners  for  the  same  period 
was  62,968/.,  making  together  1 88,585,3 18/.;  which  sum,  as  it 
was  all  borrowed,  occasioned  an  annual  charge  to  the  public  of 
9,77 1, 063/.  *  But  the  stock  which  the  Commissioners  pur- 
chased with  this  sum  of  188,522,350/.  transferred  to  them  out 
of  the  loans,  only  yielded  an  annual  dividend  of  9, 168,2337. 
On  the  one  hand*  therefore,  an  annual  charge  of  9,771, 063/. 
was  incurred  to  enable  the  Sinking  Fund  Commissioners  to  go 
to  market ;  and,  on  the  other,  they  bought  stock  which  yields 
9,168,233/.  a  year;  so  that,  on  the  whole,  their  operations  dur- 
ing the  war  have  occasioned  a  dead  loss  to  the  country  of  602,8307. 

*  See  Mr  Hume's  Resolutions,  No.  6. 
C2 


36  Funding  System — British  Finances.  Oct. 

a  year,  equivalent  to  a  3  per  cent,  capital  of  20, 8  94, 3  3  3l. !  Since 
the  peace,  the  operations  of  the  Commissioners  have  been  equal- 
ly injurious ;  and  Mr  Hume  has  shown,  in  his  25th  Resolution, 
that  the  charge  on  account  of  the  funded  debt  was  356, 153J.  a 
year,  greater  in  1822,  than  it  would  have  been  had  the  Sinking 
Fund  been  abolished  in  1817. 

Ther^,  was  only  one  part  of  Mr  Pitt's  plan  that  was  really 
'calculated  to  afford  the  means  of  reducing  the  debt ;  and  that 
was,  the  clause  moved  by  Mr  Fox,  which  enacted,  that  taxes 
should  be  imposed,  not  only  to  provide  for  the  interest  of  such 
loans  as  might  be  contracted  in  future,  but  also  to  provide  a 
sinking  fund  of  one  per  cent,  on  the  stock  so  created.  Had 
this  clause  been  scrupulously  observed,  a  fund  would  undoubt- 
edly have  been  formed,  which,  had  it  been  exclusively  applied  to 
that  object,  would  ultimately  have  extinguished  the  debt  con- 
tracted during  the  war ;  but  it  is  essential  to  bear  in  mind,  that 
it  would  have  done  this,  not  by  the  operation  of  compound  in- 
terest, but  by  raising  a  larger  amount  of  taxes  than  was  required 
to  pay  the  dividends  on  the  loans.  A  new  capital  of  879,290,042^. 
of  funded  debt  had  been  created  in  the  interval  between  1793 
and  1817,  *  one  per  cent,  on  which,  exclusive  of  accumulations, 
would  have  been  8,7925900/.  But,  instead  of  having  a  surplus 
income  of  this  amount  at  the  end  of  the  war,  when  the  nominal 
sinking  fund  amounted  to  about  15  millions,  the  clear  real  sur- 
plus did  not  amount  to  two  millions ;  the  taxes  imposed  to  form 
a  sinking  fund  on  the  capital  of  the  loans  having  been  all  antici- 
pated and  mortgaged,  by  charging  them  with  the  interest  of  loans 
made  in  1807,  1809,  and  1813.  It  is  indeed  much  worse  than  ab- 
surd to  suppose,  that  a  surplus  revenue,  existing  in  the  shape  of 
a  sinking  fund,  will  ever  be  unceasingly  applied  to  the  extinction 
of  debt.  It  may  be  so  applied  for  a  few  years ;  but,  whenever 
any  considerable  difficulty  is  experienced  in  raising  taxes  to  de- 
fray extraordinary  expense,  it  will  infallibly  be  diverted,  as  all 
such  funds  have  ever  been,  from  its  proper  and  peculiar  object. 
If  Mr  Pitt  really  believed  that  his  one  per  cent,  sinking  fund 
would  be  allowed  to  accumulate  in  all  time  to  come,  we  can 
only  say,  that  we  consider  it  as  a  more  extraordinary  delusion 
-than  his  belief  in  the  operations  of  Dr  Price's  globe-generating 
penny.  But  ministers  have  now  become  either  more  knowing, 
or  more  candid.  Mr  Vansittart  stated,  in  1813,  that  the  sum 
produced  by  the  sinking  fund  '  would  be  an  instrument  of 

*  great  force  in  the  hands  of  Parliament,  which  might  lead  to 

*  the  most  important  results ; ' — though  it  is  obvious,   that  Par- 
liament can  have  no  control  whatever  over  the  sinking  fund, 

*  Parliamentary  Paper,  No,  145.  Sess.  1822. 
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until  it  has  been  diverted  from  its  proper  object — the  payment 
of  the  public  debt.  Lord  Londonderry  went  still  farther  than 
Mr  Vansittart ;  for  he  distinctly  stated,  in  his  place  in  Parlia- 
ment in  1822,  that  <  he  had  never  represented  the  sinking  fund 
c  as  a  saving  to  be  held  sacred,  but  as  a  mode  of  placing  a  large 

*  sum  at  the  disposal  of  Parliament,  to  be  by  them  disposed  a$ 
6  might  be  thought  most  equitable,  whether  for  the  relief  of  a 

*  pressing  exigency  of  the  present  day,  or  for  the  security  of 

*  posterity.* 

The  real  effect  then  of  such  a  sinking  fund  as  that  which  mi- 
nisters are  now  attempting  to  raise  in  this  country,  is  not  to  di- 
minish debt,  but  to  encourage  expenditure.  6  There  cannot,'  says 
Mr  Ricardo,  '  be  a  greater  security  for  the  continuance  of  peace, 
4  than  the  imposing  on  ministers  the  necessity  of  applying  to 

*  the  people  for  taxes  to  support  a  war.     Suffer  the  sinking 
'  fund  to  accumulate  during  peace  to  any  considerable  sum,  and 

*  very  little  provocation  would  induce  them  to  enter  into  a  new 

*  contest.     They  would  know  that,  by  a  little  management, 

*  they  could  make  the  sinking  fund  available  to  the  raising  of  a 

*  new  supply,  instead  of  being  available  to  the  payment  of  the 
'  debt.     The  argument  is  now  common  in  the  mouths  of  minis- 
4  ters  when  they  wish  to  lay  on  new  taxes,  for  the  purpose  of 

*  creating  a  new  sinking  fund  in  lieu  of  one  which  they  have 

*  just  spent,  to  say,  "  It  will  make  foreign  countries  respect  us; 
"  they  will  be  afraid  to  insult  or  provoke  us,  when  they  know 
"  that  we  are  possessed  of  so  formidable  a  resource. "     What 
'  do  they  mean  by  this  argument,  if  the  sinking  fund  be  not 

*  considered  by  them  as  a  war  fund,  on  which  they  can  draw  in 

*  support  of  the  contest  ?     It  cannot,  at  one  and  the  same  time', 
be  employed  to  annoy  an  enemy,  and  to  pay  debt.     If  taxes 
are,  as  they  ought  to  be,  raised  to  defray  the  expenses  of 
a  war,   what  facility  will  a   sinking  fund  give  to  the  rais- 
ing of  them  ?     None  whatever.     It  is  not  because  the  pos- 
session of  a  sinking  fund  will  enable  them  to  raise  new  and 
additional  taxes  that  ministers  prize  it,  for  they  know  it  will 
have  no  such  effect,  but  because  they  know  that  they  will  be  en- 
abled to  substitute  the  sinking  fund  in  lieu  of  taxes,  and  to  em- 
ploy it,  as  they  have  always  done,  in  war,  and  in  providing  for 

«  the  interest  of  fresh  debt.'      (Art.  Funding  System,  Supp.  to 
Encyclopaedia  Brita7inica. 

We  should  not  object  to  the  raising  of  a  surplus  revenue  to 
be  applied  to  the  extinction  of  debt,  provided  there  were  any 
security  that  it  would  be  so  applied.  But  we  object  to  it,  be- 
cause it  is  not  in  the  nature  of  things  that  any  such  security  can 
be  given.  Whenever  an  occasion  arises,  the  minister  will  lay 
his  rapacious  hands  on  the  sinking  fund ;  and  the  circumstance 
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of  his  being  aware  that  he  can  do  this,  will  make  him  less  dis- 
posed to  avoid  involving  the  country  in  unnecessary  disputes 
and  quarrels. 

But  in  despite  of  the  suggestions  of  common  sense,  and  of  all 
previous  experience,  ministers  are  again  struggling  to  raise  a 
sinking  fund  of  Jive  millions.  To  accomplish  this  purpose,  they 
have  had  recourse  to  some  very  singular  expedients.  Of  these, 
the  most  remarkable  seems  to  be  the  scheme  for  equalizing  the 
charge  on  account  of  the  half  pay  and  pensions,  or,  as  it  is  more 
commonly  termed,  the  dead  weight.  The  charge  on  account  of 
half  pay,  pensions,  &c.  amounted  last  year  to  about  jfae  mil- 
lions ;  but  this  was  necessarily  a  constantly  decreasing  charge, 
and  would  have  entirely  ceased  in  about  forty  or  forty-five 
years.  Instead,  however,  of  leaving  it  to  be  gradually  extin- 
guished by  the  death  of  the  annuitants,  ministers  have  created  a 
set  of  Trustees  who  are  annually  to  borrow,  on  the  best  terms 
they  can,  a  series  of  constantly  diminishing  loans,  the  Trea- 
sury furnishing  them  with  the  same  unvarying  sum  of  2,800,000/, 
a  year,  for  a  period  of  forty-five  years,  to  enable  them  to  pay 
off  these  loans  !  This  is  plainly  neither  more  nor  less  than  re- 
sorting to  the  spendthrift  expedient  of  post  obit  bonds,  and  at- 
tempting to  procure  a  little  momentary  relief  at  the  certainty  of  a 
much  greater  ultimate  cost.  It  is  a  scheme  pregnant  with  all 
the  vices  of  the  funding  system ;  and  ought  not  to  have  been 
resorted  to,  except  in  the  most  desperate  extremity. 

If  the  operose  and  clumsy  jugglery  of  a  sham  sinking  fund 
cost  nothing,  it  might  be  kept  up  for  the  amusement  and  conso- 
lation of  old  women,  financiers,  and  country  gentlemen.  But 
it  is  not  less  costly  and  expensive  than  it  is  deceitful  and  absurd. 
According  to  the  subjoined  statement,  there  has  been  an  excess 
of  revenue  over  expenditure,  between  the  5th  of  January  1816 
and  the  5th  January  1822,  of  7,528,869/.;  *  and  the  interest  on 
the  unfanded  debt  has  also  been  reduced,  in  the  same  interval, 

Total  Income  of  the  Total  Expenditure  of  the 

United    Kingdom —  United  Kingdom,  exclu- 

drawbacks  excepted.  sive  of  Sinking  Fund. 

*  1817     L.57,650,589  —  L.5S,544,049 

1818  59,667,94-1  —  57,872,428 

1819  58,680,252  —  57,392,544 

1820  59,769,680  —  57,476,755 

1821  60,686,076  — -  57,639,893 


Income  296,454,538  Exp.  288,925,669 

288,925,669 


L.  7,528,869  Excess  of  income  over  expenditure  in 
the  five  years  from  1816  to  1822. 
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from  3  Jd.  to  2d.  per  cent,  per  diem.  It  is  evident,  therefore,  that 
had  there  been  no  juggling,  but  had  this  surplus  revenue  been 
fairly  and  honestly  applied  to  the  extinction  of  the  debt,  both 
the  principal  and  the  interest  would  have  been  proportionally 
diminished.  But  this  simple  and  straight  forward  course  did 
not  suit  the  views  of  ministers ;  they  preferred  indulging  their 
own,  and  perhaps  we  ought  also  to  add  the  public  taste,  by  ex- 
hibiting a  few  more  hocus-pocus  tricks  and  legerdemain  opera- 
tions. In  consequence,  the  surplus  revenue  or  sinking  fund, 
which  really  amounted  to  only  1,505,774-Z.  a  year,  was  called 
Jvoe  millions !  To  carry  it  to  this  sum,  money  was  borrtfmed^ 
by  the  Annuity  Trustees,  from  the  Bank,  arid  called  income. 
There  were,  besides,  a  variety  of  subordinate  operations  :  One 
species  of  stock  was  bartered  for  another;  the  public  accounts 
were  rendered  nearly  unintelligible — and,  as  the  natural  re- 
sult of  the  whole,  it  is  found,  at  the  end  of  six  years,  that,  so 
far  from  being  diminished,  the  charge  on  account  of  the  un- 
redeemed debt  has  been  considerably  increased ! 

As  a  specimen  of  the  careless  manner  in  which  the  financial 
statements  of  Ministers  are  got  up,  and  of  the  little  credit  due 
to  them,  it  is  enough  to  mention,  that  Mr  Robinson  stated  in 
his  place  in  the  House  of  Commons,  on  the  3d  of  March, — 
and  we  have  not  the  slightest  doubt  that  he  stated  the  honest 
conviction  of  his  mind, — that  the  Sinking  Fund  had  paid  off 
24,766,520£.  in  the  interval  between  the  5th  of  January  1816 
and  the  5th  of  January  1822  !  It  has  been  shown,  however, 
from  the  official  accounts  published  by  authority  of  Parliament, 
that  no  less  than  22,454-,578/.  of  this  reduction  was  effected  in- 
dependently altogether  of  the  agency  of  the  Sinking  Fund,  part- 
ly by  the  application  of  the  surplus  loans  of  1815  to  the  extinc- 
tion of  debt,  and  partly  by  the  exchange  of  stock  bearing  a  law 
interest  for  stock  bearing  a  high  interest  \  Can  any  man  doubt, 
that  had  there  been  a  real  bona  Jide  payment  of  24-  millions  of 
debt,  the  charge  on  account  of  interest  must  have  been  consi- 
derably reduced  ?  But,  instead  of  any  such  reduction  having 
taken  place,  the  interest  of  the  public  debt  amounted  to  full 
700,000/.  more  in  1821  than  in  1817  !  Now,  it  is  obvious,  that 
twenty-four  millions  of  debt  paid  op,  and  700,000/.  a  year  add- 
ed to  the  interest,  are  rather  irreconcileable  propositions ;  and 
our  only  regret  is,  that  while  the  latter  is  undoubtedly  true, 
the  former  should  be  altogether  hypothetical  and  visionary  ! 
The  statement  we  now  subjoin  is  substantially  the  same  with 
one  that  was  published  soon  after  Mr  Robinson's  speech ;  and 
when  either  he,  or  any  one  else,  shall  confute  it,  we  shall  ngain 
examine  whether  a«  increase  of  charge  be  really  the  infallible 
result  of  a  diminution  of  debt ! 
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By  Parliamentary  paper  of  1819,   No.  35,  the  amount  of  the 
Unredeemed  Funded  Debt,  on  the  5th  January 
1816,  was,  L.  816,81 1,939 

Reduced,  on  the  5th  January  1822,  to  795,312,767 

Amount  of  diminution         -         L.  20,999,172 
And  the  Unfunded,  5th  Jan.  1816  *  L,  43,938,223 
Ditto,  5th  January  1822,  41,514,061 

2,424,162 


Total  diminution         -         L.  23,423,334 
The  Chancellor  of  the  Exchequer  says,  the  dimi- 
nution is  (which  admit)  24,766,520. 
Accounted  for  as  follows,  viz.  of  loans  raised  in 

1815,  for  which  upwards  of  87  millions  of  capital 
was  created,  and  all  included  in  the  account  on 
the  5th  January  Ibl6,  at  the  rate  of  100/.  for 
every  52/.  of  money  received,  there  remained  to 
be  paid  up  5,939,803/.  of  money  after  the  5th  Ja- 
nuary 1816,  with  which  thevety  same  stock  creat- 
ed for  5&L  was  repurchased  for  82/.  to  the  amount 

of  9,563,082 

And  there  was  cancelled,  between  the  5th  January 

1816,  and  5th  January  1822,  by  conversion  into 

life  annuities  3  per  cents.,  to  the  amount  of     -       3,268,894 

And  in  1816,  three  millions  were  received  from  the 
Bank  for  an  annuity  of  90,000/.,  with  which 
4,84<0,000/.  of  other  3  per  cent,  stock  was  can- 
celled, being  an  excess  of  1,840,000 

And  in  1818,  2,999,920/.  was  received  of  certain 
Jiolders  of  3  per  cent,  stock  as  a  bonus,  to  con- 
vert 27,272,000/.  of  3  per  cent,  into  a  3J  per 
cent.,  and  with  the  money  so  received,  3  per  cent, 
stock  was  purchased,  to  the  amount  of  (Vide  A)  3,846,000 

And  in  1820,  seven  millions  of  Exchequer  Bills 
were  funded  in  the  5  per  cents.,  and  with  the  a- 
mount  1 0,202, 500/.  of  3  per  cents,  were  purchas- 
ed, being  an  excess  of  (Vide  B)  -  3,272,500 

And  there  has  been  664,030/.  of  3  per  cent,  cancel- 
led by  the  redemption  of  Land  Tax  684,030 

Amount  of  diminution  accounted  for  -  L.22,454,576 
Leaving,  by  the  operation  of  the  Sinking  Fund,  a  diminution 
pf  only  2,311,944/.,  according  to  the  Chancellor  of  the  Exche- 

*  The  Navy  and  Ordnance  bills  excepted, 
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quer's  own  statement,  but  of  968, 75  U.  only,  according  to  the 
real  fact ;  although  in  the  same  period  there  has  been  an  excess 
of  Revenue  of  no  less  than  7,528,869/.,  as  stated  in  the  note  to 
page  38  ;  and  so  far  from  there  being  any  diminution  in  the 
annual  charge,  although  the  rate  of  interest  on  the  unfunded 
debt  has  been  reduced  from  3jd.  to  2d.  per  cent,  per  diem, 
making  a  total  reduction  of  no  less  than  94?1,500/.  per  annum, 
the  charge  on  account  of  tne  interest  and  management  of  the 
unredeemed  debt,  funded  and  unfunded  together,  was  greater 
on  the  5th  January  last  than  in  any  previous  year  since  1816  ! 

(A)  The  transfer  of  the  27,272,000^.  of  3  per 
cent.,  to  S  J  per  cent.,  increased  the  annual 
charge  ,  L.I 36,360 
Whilst  the  2,990,920/.,  money  received,. 

cancelled  only  -  -  115,380 

Consequently  a  loss  in  perpetuity  of  no 

less  than  -  L,20,980  per  ann. 

equal  to  699,933/.  of  3  per  cent,  capital. 

(B)  And  in  like  manner  the  funding  of  the 
seven  millions  of  Exchequer  Bills,  in  1820, 
created  an  annual  charge  of  L.346,500 
But  the  same  amount  cancelled,  derived  on 

3  per  cent,  stock,  only  306,075 

Consequently  a  loss  in  perpetuity  of  no  less 

than  L.40,425  per.  ann, 

equal  to  1,847,5002.  of  3  per  cent,  capital. 

Thus  it  appears,  that  every  statement  made  by  Ministers 
since  1816,  with  respect  to  the  financial  situation  of  the  coun- 
try, has  been  completely  nugatory,  fallacious,  and  unfounded. 
Instead  of  reducing  the  debt,  they  have  considerably  increased 
it.  Their  Sinking  Funds,  stock  transferences,  and  other  hocus- 
pocus  tricks  and  devices,  have  cost  the  public  7,528,000/.  of 
surplus  revenue,  and  700,000/.  of  additional  burden  !  Perhaps 
this  is  not  enough  to  show  the  propriety  of  abandoning  this  sys- 
tem of  fraud,  jugglery,  and  delusion.  And  we  doubt  not,  that 
if  the  public  continue  to  manifest  the  same  degree  of  stupid  in- 
jdifYerence  to  the  financial  quackery  of  Ministers  that  they  have 
hitherto  done,  they  will,  as  they  ought,  be  graciously  favoured 
with  some  still  more  striking  proofs  of  the  efficiency  of  tl 
Sinking  Fund,  to  sink  them  still  deeper  ia  debt  and  diihcifl 
lies. 
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The  following  statement,  on  the  accuracy  of  which  our  read- 
ers may  rely,  exhibits  the  present  state  of  our  revenue  and  ex- 
penditure : — 

STATEMENT  of  the  Actual  Revenue  of  the  United  Kingdom  of  Great 
Britain  and  Ireland  (Drawbacks,  and  Bounties  of  the  nature  of 
Drawbacks,  excluded)  for  the  years  ending  the  5th  of  January 
1821  and  1822;  distinguishing  the  several  heads  of  Income,  and 
Great  Britain  from  Ireland  in  each  year  : — 


Heads  of  Income. 

Year  ending  5th  Jan. 
1821. 

Year  ending  5th  Jan. 

1822. 

Customs 
Excise 
Stamps        - 
Land  and  Assessed  taxes 
Post  office 
Salaries  and  Pensions 
Hack  Coaches  and  Posting 
Hereditary  revenues 

Total  ordinary  revenues 

Property-tax  Arrears 
Lottery 
Unclaimed  dividends 
Imprests,  &c. 

Total  extra  revenues 

Total  of  Great  Britain 
Total  of  Ireland 

Total  of  the  United  Kingdom  ) 
exclusive  of  Loans             J 
Deduct  balances 

Total  actual  revenue  of  the") 
United  Kingdom                J 

The  total  expenditure  for  the  \ 
United  Kingdom,  for  thef 
•    same  period,  exclusive  off 
the  sinking  fund,  has  been  ; 

Leaving  an  excess  of  revenue  ) 
over  expenditure  of           J 

L.                8.     D. 

10,547,579     2    4 
28,055,314     2     8 
6,538,895  17  11 
8,355,321  18  10 
2,122,928     7     6 
30,811     8     2 
56,988     8  10 
132,967    7    4 

L.                S.    D. 

11,010,318     5  10 
28,303,763  10     0 
6,614,549  19     9 
8,205,033     7     9 
2,081,780  15     9 
83,775  13     0 
58,419  11     4 
141,148     4     1 

55,840,806  13  10 

56,498,789    8     8 

57,043     5     6 
175,154  10     2 
283,810    7  11 
343,902  16     5 

47,978  12     4 
219,139  16     0 
83,910  13     8 
262,105     8     5 

859,911     0    0 

613,139  10    0 

56,700,717  13  11 
4,933,351  17     7 

57,111,923  17     9 
5,351,881  11     0 

61,634,069  11     6 
1,864,389     6     7 

62,463,805     8     9 
1,774,890  14    2 

59,769,680    4  11 

60,688,914  14    7 

57,618,891     0    0 

! 

57,783,297    0    0 

2,159,789    0    0 

2,908,617     0    0 

1823. 


Funding  System — British  Finances. 


Here  is  another  proof,  that  had  there  been  no  Sinking  Fund, 
the  debt  would  have  been  reduced  about  Jive  millions  during 
these  two  years  ;  but  instead  of  any  such  reduction  taking  place^ 
it  has  actually  been  increased  ! 

In  a  future  Number,  we  shall  state  our  views  with  respect  to 
the  best  and  most  efficient  plan  for  really  reducing  the  public 
debt. 
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ART.  II.  A  Letter  to  t\ 
House  of  Commons,  on* 
Rev.  WILLIAM  HERBE! 


Chairman  of  the  Committee  of  the 
he  Game  Laws.  By  the  Hon.  and 
T.  Ridgway,  J823. 


ABOUT  the  time  of  the 
Mr  Herbert,   a  C 
published  a  Report  on  th 


ublication  of  this  little  pamphlet  of 
mittee  of  the  House  of  Commons 
ame  Laws,  containing  a  great  deal 

of  very  curious  informations  respecting  the  sale  of  game,  an  epi- 
tome of  which  we  shall  now  lay  before  our  readers.  The  coun- 
try higglers  who  collect  poultry,  gather  up  the  game  from  the 
depots  of  the  poachers,  and  transmit  it  in  the  same  manner  as 
poultry,  and  in  the  same  packages,  to  the  London  poulterers, 
by  whom  it  is  distributed  to  the  public;  and  this  traffic  is  car- 
ried on  (as  far  as  game  is  dpncerned)  even  from  the  distance  of 
Scotland.  The  same  business  is  carried  on  bv  the  porters  of 
stage-coaches;  and  a  grea^  deal  of  game  is  sold  clandestinely 
by  lords  of  manors, — or  by  gpamekeepers,  without  the  knowledge 
of  lords  of  manors;  and  principally,  as  the  evidence  states,  from 
Norfolk  and  Suffolk,  the  gr^t  schools  of  steel- traps  and  spring- 
guns.  The  supply  of  gamei|o,  is  proved  to  be  quite  as  regular 
as  the  supply  of  poultry  ;  t^e  number  of  hares  and  partridges 
supplied  rather  exceeds  tha|Jof  pheasants  ;  but  any  description 

of  game  may  be  had  to  aSy  amount.     Here  is  a  part  of  the 

•  i 
evidence. 

*  Can  you  at  any  time  procifre  any  quantity  of  game  ? — I  have  no 
doubt  of  it.     If  you  were  to  receive  almost  an  unlimited  order,  could 
you  execute  it  ?— Yes,  I   woul<l  supply  the  whole  city  of  London, 
any  fixed  day  once  a  week,  all  the  year  through,  so  that  every  indi- 
vidual inhabitant  should  have  game  for  his  table.     Do  you  think  you 
could  procure  a  thousand  phq|sants  ? — Yes  ;  I  would  be  bound  to 
produce  ten  thousand  a  week.    Jou  would  be  bound  to  provide  every 
family  in  London  with  a  disk?  of  game  ?— Yes  ;  a  partridge,  or  a 
pheasant,  or  a  hare,  or  a  grous^or  something  or  other.    How  would 
you  set  about  doing  it? — I  should  of  course  request  the  persons  with 
whom  I  am  in  the  habit  of  deling,  to  use  their  influence  to  bring 
me  what  they  could  by  a  certainly ;  I  should  speak  to  the  dealers 
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and  the  mail-guards,  and  coaclrfnen,  to  produce  a  quantity ;  and  I 
should  send  to  my  own  connexions  in  one  or  two  manors  where  I 
have  the  privilege  of  selling  for  fjiose  gentlemen  ;  and  should  send  to 
Scotland  to  say,  that  every  ^ek  the  largest  quantity  they  could 
produce  was  to  be  sent.  BeingjjVbut  a  petty  salesman,  I  sell  a  very 
small  quantity:  But  I  have  ha^- about  4000  head  direct  from  one 
man.  Can  you  state  the  quantify  of  game  which  has  been  sent  to 
you  during  the  year  ? — No  ;  I  niay  say  perhaps  10,000  head;  mine 
is  a  limited  trade ;  I  speak  cortifpara lively  to  that  of  others  ;  I  only 
supply  private  families. '  Report,  p.  20. 

Poachers  who  go  out  at  ni^jpit  cannot,  of  course,  like  regular 
tradesmen,  proportion  the  supply  to  the  demand,  but  having 
once  made  a  contract,  they  kip  all  they  can ;  and  hence  it  hap- 
pens that  the  game  market  is  sometimes  very  much  overstocked, 
and  great  quantities  of  game  Aher  thrown  away,  or  disposed 
of  by  Irish  hawkers  to  the  ^mmon  people  at  very  inferior 
prices. 

'  Does  it  ever  happen  to  you §6  be  obliged  to  dispose  of  poultry 
at  the  same  low  prices  you  are  olfpged  to  dispose  of  game  ? — It  de- 
pends upon  the  weather ;  often  \|fren  there  is  a  considerable  quan- 
tity on  hand,  and  owing  to  the  wither,  it  will  not  keep  till  the  fol- 
lowing day,  I  am  obliged  to  ta||  any  price  that  is  offered  ;  but  we 
can  always  turn  either  poultry  or  "game  into  some  price  or  other  ;  and 
if  it  was  not  for  the  Irish  hawkers!/ hundreds  and  hundreds  of  heads 
of  game  would  be  spoiled  and  thrown  away.  It  is  out  of  the  power 
of  any  person  to  conceive  for  qbe  moment  the  quantity  of  game 
that  is  hawked  in  the  streets.  I  nfaave  had  opportunity  more  than 
other  persons  of  knowing  this ;  Jbr  I  have  sold,  I  may  say,  more 
game  than  any  other  person  in  t&$  city ;  and  we  serve  hawkers  in- 
discriminately, persons  who  come  and  purchase  probably  six  fowls  or 
turkies  and  geese,  and  they  will  fcuy  heads  of  game  with  them. ' — 
Report,  p.  22. 

Live- birds  are  sent  up  as  well  as  dead  ;  eggs  as  well  as  birds. 
The  price  of  pheasants'  eggs  la&t  year  was  8s.  per  dozen ;  of 
partridges  eggs,  2s.  The  price  ophares  was  from  3s.  to  5s.  6d. ; 
of  partridges,  from  Is.  Gd.  to  2s.  $d. ;  of  pheasants,  from  5s.  to 
5s.  6d.  each,  and  sometimes  as  law  as  Is.  6d. 

'  What  have  you  given  for  game  this  year  ? — It  is  very  -low  in- 
deed ;  I  am  sick  of  it ;  I  do  not  tlifrik  I  shall  ever  deal  again.  We 
have  got  game  this  season  as  Jov^fis  half  a  crown  a  brace  (birds), 
and  pheasants  as  low  as  7s.  a  brace.  It  is  so  plentiful,  there  has 
been  no  end  to  spoiling  it  this  season.  It  is  so  plentiful,  it  is  of  no 
use.  In  war  time  it  was  worth  having ;  then  they  fetched  7s.  and 
8s.  a  brace. '  Report,  p.  33. 

All  the  poulterers,  too,  even  tf|i  most  respectable,  state,  that 
it  is  absolutely  necessary  they  should  carry  on  this  illegal  traf- 
fic in  the  present  state  of  the  game  laws ;  because  their  regu- 
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